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Foreword

This study by Chris Ackello-Ogutu and Protaseof the region to another, often against serious barriers
Echessah examines the impact of informal cross-boimposed by governments.

der trade on food security in Tanzania. By so doing, The authors’ data treatment as well as their han-

the study makes a significant contribution to earlier,. L -
dling of underlying issues and problems constraining

efforts to authenticate the quantity of goods tradeg Lo
inf I d dispels th th that trad Afr ormal cross-border trading is thorough and exhaus-
informally and iSpels the my attrade among Alfl e The constraints to formal cross-border trading

can countries is not significant. revealed by the study demonstrate the gravity of the
Despite the regional agreements and market resottlenecks and the urgency with which govern-

forms which have to a large extent minimized ex-ments, at national and regional levels, must address

change controls and commodity movement restricthis problem.

tions especially within the east African common mar-

. . . , The achievement of food security is one of the
ket, inappropriate policies and other restraints on trade . |, .
T ] ) region’s key development challenges articulated by
still inhibit formal trade linkages and tend to distort

) : . ) USAID and also represents a major component of
relative prices in the factor/product markets. This en- _ . . o .

. various ongoing strategic initiatives. Since 1994, the
courages all forms of unofficial cross-border trade

) i "USAID Africa Bureau’s Office of Sustainable Devel-
to the detriment of food security and faster economic . .
opment and the Regional Economic Development Ser-
growth, vices Office for Eastern and Southern Africa
As the study points out, unrecorded cross-bordefREDSO/ESA) has been putting major efforts on a
trade is significant and vital to the region’s economicaegional trade analytic agenda for eastern and south-
development. It also points out that when the forcesrn Africa, of which this study is one component. By
of supply and demand are left to operate without interemphasizing free trade and underscoring the impor-
ference, the greater gains accruing in terms of reance of rational trade polices and removal of all trad-
gional food security and efficiency in resource allocaing malpractices, this study offers a new policy option
tion are enormous. Thus, unofficial trade is a pointethat may guide efforts of USAID and other regional
to the comparative advantage existing in respectivastitutions and initiatives in addressing the challenges
countries and to the vital food security role the privateof assuring national and regional food security.
sector can play in moving commodities from one part

David Atwood, Chief Dennis McCarthy, Chief

Productive Sector Growth and Environment DivisionOffice of Agriculture, Engineering, and Environment
Office of Sustainable Development Regional Economic Development Support Office,
Bureau for Africa Eastern and Southern Africa

U.S. Agency for International Development U.S. Agency for International Development
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Executive Summary

INTRODUCTION AND BACKGROUND of unofficial trade in eastern and southern Africa,
TechnoServe, on behalf of USAID’s Regional Eco-

nomic Development Support Office in Nairobi,
In the mid-1980s, Tanzania’s economy was charadkenya (REDSO/ESA) and the Africa Bureau's Pro-
terized by stagnant and declining output, passive exuctive Sector Growth and Environment Division in
change rate management, declining exports, reduceble Office of Sustainable Development (AFR/SD/
import capacity, foreign exchange demands for govPSGE), commissioned a survey of unofficial trade
ernment expansion, quantitative restrictions on all imbetween Tanzania and the neighboring countries in
ports, de facto rationing of most traded goods and August 1995. The broad objective of the study was to
widespread domestic price controls. Consequentlyprovide qualitative and quantitative information
there was a growing parallel market for both importsabout ICBT and to assess its determinants and link-
and exports. This situation forced the government tages to food security.
institute liberalization measures which began in 1984
and the Economic Recovery Program (ERP) adopted
in 1986 and expanded by the Economic and SocieI'I_HE METHODOLOGY
Action Program (ESAP) in 1989 across a broad range

of sectors and policy instruments. Despite the Macroy ta was collected through border observation
e.conom.|c Cha”?les that h_ave takgn plac.e, normal Offt’monitoring) at a sample of sites selected on the basis
cial trading is still constrained by institutional and ad—of practical considerations such as volume of trade,

mlnlstratlvg bpttlenecks such as high trade taxes ar@ecurity, communication, transport links, availability
bureaucratic import/export procedures thus encourags supporting institutions and personnel. The sites se-

ing informal cross-border trade (ICBT) between TaMg ted for intensive monitoring catered for both inland

za.nla.an(.j her neighbors. In addition, the process QJnd lake (Tanganyika, Nyasa and Victoria) routes. At
privatization has ??e” extremely slow and _the[hese sites, border monitoring was conducted by ap-
country’s trade policies have not been harmonlze%Iying a census approach in order to cover all the ma-
with those of the neighboring countries. Rent seekin r agricultural and industrial commodities during
practices still abound at the official border points an%\/O weeks randomly selected from each month over a
poor infrastructure still militates against both intemalperiod of twelve months. Estimated average monthly
and external trade. trade volumes derived from the observed figures were
Because ICBT passes through undesignatedsed to compute the annual volume and value of the
routes, estimates of its economic activities are rarelynrecorded trade flows.
included in the national accounts. This omission In addition to information derived from the bor-

could easily lead to faulty policy recommendatlons,der observation technique, one baseline survey was

particularly those based on estimates of the country’s, . 4.cted mid-way through the monitoring period to
gross domestic product (GDP), savings, consump:

4 > {;rovide information on trader characteristics, com-
tion, productivity and balance of payments. As part o odity prices, costs, exchange rates, sources of infor-

the effort to begin to understand and quantify the rOk?mltion, market functions, and origin/destination of
goods. Descriptive statistics were used to evaluate the
significance and implications of trade policies and
other constraints faced by informal cross-border traders.
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TRADING PRACTICES VOLUME AND DIRECTION OF
INFORMAL TRADE: IMPLICATIONS

FOR FOOD SECURITY
The results show that informal cross-border trading

along the Tanzania borders was dominated by male

adults most of whom resided in the border towns. Ininformal cross-border trade activities between Tanza-
formal trading was not only confined to the traditionalnia and the neighboring countries were found to be
exchange of goods and services between commursignificant and involved exchange of large volumes
ties sharing a common border but also involved comef commodities. Four categories of unrecorded goods
modities intended for re-export and re-sale in distanivere identified: agricultural food commodities—
urban and rural areas. Traders dealt in small quantitiesainly maize, rice, beans, sugar, wheat flour and root
of a variety of commodities as a risk managementrops; industrial manufactures—toiletries, beer and
strategy against detection and confiscation by cusspirits, cooking fats/oils, soft drinks, textiles (both
toms authorities. There were hardly any specializanew and used), construction materials, salt, electron-
tion and exploitation of economies of scale. ics, petroleum products and car and bicycle parts; for-
est resources—charcoal and timber; and water re-

Since the availability of physical resources is a hich included all Kinds of fish . q
function of credit availability, it is likely that inad- sources which Included afl kinds of fish species an

. . rawns. Tanzania's exports comprised mainly agri-
equate access to formal credit facilities minimized” P P y ag

, . . cultural food commodities, fish, timber and charcoal.
traders’ ability to own physical resources such as N )
owever, the country’s imports derived from value

trucks and storage facilities. Traders therefore reIiet':i_| ) : , .
) I added services from the neighbors’ industrial sector,
on hired transport and rented storage facilities.

or re-exports from a third country.
Transactions were carried out on a cash basis

with barter trade being used only occasionally. Trad- : i
. . . . ported and exported. This could be due to the effi-
ers met their foreign exchange requirements maml?_ o )

. ... _Ciency of the market which is responsive to the pre-
from parallel markets. Money changing activities

were not repressed at the borders and one observ\é%Illng conditions of supply and demand. Tanzania is

open trade in local currencies. It was also establishe‘sc‘ivast country with areas of high agriculiural potential

. . .. .. far removed from the country’s main consumption
that convertible currencies played an insignificant

role in cross-border trade transactions. High tariffscenters' The long distances involved between the

. . main agricultural producing zones and the internal
and non-tariff barriers, such as long and cumbersome 9 P 9

documentation procedures and harassment of thnéarkets, coupled with poor infrastructure and high

. . transportation costs make foreign markets attractive
traders by the agents of economic police, were some

of the factors constraining cross-border trade. OthefPr both producers and consumers. Such distances

. . .. render the notion of food self-sufficiency and re-
constraints were unstable agricultural commodity

prices, high transportation costs and lack of Workingstrlcted cross-border trade unworkable. A summary

capital of the estimates of informal trade with the country’s
' neighbors is presented below.

Most of the traded commodities were both im-

Kenya

The direction and composition of trade between
Kenya and Tanzania conform to the common belief
that Kenya has a comparative advantage in industrial
manufacturing, but its perennial food shortages make
it a net importer of agricultural food commodities

from her neighbors including Tanzania. The total
trade in agricultural food commaodities between the
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two countries was estimated at US $6.3 million, withZambia

a larger proportion (US $4.3 million) composed OfSubstantial amounts of agricultural food commodities

exports. Of the total trade in industrial manufacturesés,[ima,[ed at US $3.3 million were exported to Zambia

estimated at US $12.5 million, imports comprised Usfrom Tanzania. The goods comprised maize, beans

$9.6 million. The overall trade between Tanzania and. - . .
. ) rice, root crops and wheat flour. Zambia’s main agri-
Kenya thus amounted to US $18.8 million, with a

irade bal in f fK by US $4.4 mil cultural export to Tanzania was sugar estimated at
rade balance In favor ot enya by -+ mition. 7,000 metric tons (US $5.5 million) Sugar constituted

Uganda 98 percent of the total US $5.7 million of agricultural

Coffee had the highest value among informally ex_commodlty imports from Zambia. There were, how-

ported agricultural exports to Uganda with a value ofVer unsubstantiated reports that the sugar imported

US $1.1 million, representing 48 percent of agricul-from Zambia originated in Malawi.

tural exports to Uganda. Other important agricultural ~ Tanzania exported industrial goods worth US
exports observed included rice, sugar, maize, maiz#0.4 million to Zambia while at the same time import-
flour and bananas. Agricultural food commaodity tradeing goods estimated at US $0.2 million. Trade in in-
with Uganda was minimal. dustrial manufactures with Zambia was not substan-
Among the leading industrial manufactured eX_tial_compared with other neighbor_ing countries. The
major exports were bar soaps, toilet papers, cooking

ports to Uganda during 1995/1996 were petroleum

products which were estimated at US $0.4 million. Itfats’ soft drinks, bicycle and car parts and petroleum

is worth noting that all major exports except beerproducts; while the imports from Zambia comprised

spirits, soft drinks, charcoal and timber were re_ex_cosmetlcs, soap, toothpastes and new textiles. Part of

ports. Although the two countries traded in both nevx;[he textile trade comprised re-exports from the Demo-

and used textiles, Uganda was the net exporteﬁratIC Republic of Congo.
Uganda was also a net exporter of a number of other All in all, the total trade in both agricultural and
minor goods such as toiletries, sweets, biscuits andon-agricultural commodities was estimated at US
salt. The overall trade between Tanzania and Ugand9.7 million, with imports comprising US $5.9 mil-
was estimated at US $4.5 million, with a trade balancéon. Tanzania was thus a net importer of commodities

favoring Tanzania by US $1.5 million. from Zambia by US $2.1 million.
Malawi Democratic Republic of Congo (DRC)

The major agricultural exports to Malawi were beansThe Democratic Republic of Congo (DRC) was
and root crops estimated at 327 metric tons (USound to be the largest informal trading partner of
$117,000) and 342 metric tons (US $51,000), respecFanzania. About US $78 million worth of agricultural
tively. The main agricultural import from Malawi was commodities were exported to DRC but fish esti-
5,043 metric tons of sugar valued at US $3 million.mated at 53,000 metric tons (US $ 66 million) was the
The overall trade in agricultural commodities major export followed by petroleum products valued
amounted to US $3.8 million, with imports compris- at about US $ 55 million. Part of the latter commodity
ing US $3.5 million. may have been destined for Rwanda and Burundi
Trade in industrial products between the twoWh_ose regula_r supply routes wer_e disrupted by Ci_V”
. - . strife. Tanzania also exported maize, wheat flour, rice
countries was valued at US $1.9 million, with exports
estimated at US $1.1 million. Aggregate trade be_beans and root crops to DRC.
tween the two countries was worth US $5.7 million,  The large volume of unofficial food exports to DRC
with the trade balance against Tanzania by US $2.@as due to the void left by the once vibrant official trade
million. which was the domain of the collapsed state-controlled

organizations. The poor state of irsiraucture in east-
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ern DRC means that the region is cut off from thqnNEORMAL TRADE BALANCE AND

relatively developed western part of the country, necoMPARISON WITH FORMAL TRADE
cessitating huge food imports from its neighboring

countries of Tanzania and Uganda.

The bulk (87 percent) of Tanzania’s industrial im_The overall informal cross-border trade between Tan-

ports from the Democratic Republic of Congo valuedlzq i:lzV\::::huI?Lljlr:fLgﬁ:g&?&:ognﬁgtjhn?eg;fgItlljrsal ;;%
at US $76 million comprised new textiles. Other im- g

. . . million during the 1995/1996 period. Total informal
ports included cosmetics, margarine, and beer. . . . . .
agricultural exports including fish were estimated at

Mozambique over US $88 million, while imports were valued at

Estimates of trade with Mozambique show that foooabout US $14 million. For industrial manufactures,
commodities moved in both directions but the traddcluding forest resources, total exports were worth
favored Mozambique which exported goods worthover US $87 million, while imports totaled US $88
US $2.2 million while its imports were estimated atmillion. Therefore, the total value of informal imports
about US $0.3 million. The major food imports areduring 1995/1996 was about US $102 million, while

comprised of fish and prawns (US $0.98 million) exports totaled US $176 million. Thus, the overall
horticultural crops—fruit and vegetable—(US $0.46trade balance was in Tanzania’s favor by over US $74

million) and food grains—maize and beans—(Us $0.14M1on. }N'Fh reference to specific countries,
million). Tanzania’s informal exports to Mozambique Tanzania’'s informal cross-border trade balance was

were limited to sugar (believed to be re-exports origipOSItIVe with respect to Uganda, the Democratic Re-

nating from Malawi) and a few other goods such a®uPlic of Congo and Mozambique, and negative with
maize flour. rice and milk respect to Kenya, Zambia and Malawi.

Trade in non-agricultural commodities between According to the IMF’s Direction of Trade Year-

Tanzania and Mozambique was dominated by re_e)pook (1996), Tanzania’s annual official trade with all
ports from a third country. Informal trade was, hoW_countries (both exports and imports) for the year 1995
was US $2,378 million which was significantly

ever, in favor of Tanzania, whose exports to"
Mozambique amounted to over US $4 miIIion,h'gher than the_value of unrecorded .tl’.ade for t.he year
1995/1996, estimated at US $278 million. During the

against imports valued at about US $1 million. Infor- . e o _
mal non-agricultural exports to Mozambique consti-Same period (1995), Tanzania’s official regional trade

tuted mainly shoes (US $1.7 million), electrical and((rade with the regional neighbors) amounted to US
kitchen ware (US $1.3 million), and vehicle and bi-$204 million or about 73 percent of the estimated
cycle parts (US $0.51 million). Others included tex./CBT. Overall, Tanzania’'s unrecorded trade was 58

tiles, cigarettes and soft drinks. Most of these compPercent of the total (both official and unofficial) trade

modities originated from the Middle-East and South—With her regional neighbors.

east Asia. On the other hand, the major informal non-
agricultural imports from Mozambique were wood pgL|CY IMPLICATIONS AND

products. CHALLENGES FOR INCREASED
FORMAL TRADE

The study concludes that the substantial trade that oc-
curs unofficially along Tanzania’s borders has far
reaching policy implications on GDP, government
revenue and regional food security. The existence of
unofficial trade on a significant scale implies that the
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governments are not reliably informed about theidiberalization thereby opening avenues for cross-bor-
trade situation, anthat the revenue loss to the exche-der smuggling and rent seeking practices by public
guer could be enormous. officials who control international trade activities.

The existence of large volumes of unrecorded Perceived loss of revenue has in the past proved
trade of agricultural goods suggests that there is ato be a serious stumbling block in the implementation
important link between agriculture and regionalof policies aimed at cross-border trade liberalization.
cross-border trade. However, for this form of trade torhere are fears, at least in the minds of the region’s
thrive, there must be tradable surpluses. This calls fguolitical leadership, that more open borders may oc-
increased agricultural productivity. Agricultural pro- casion undue loss in tax revenue. But such fears relate
ductivity and development must be vigorously pur-more to short term cash flows while mistakenly dis-
sued in the region for #&ast four reasons: (i) to meet counting the efficiency and economic benefits that
food needs driven primarily by population and incomeopen international trade offers. There are also fears
growth; (ii) to alleviate poverty through employmentthat more open borders could encourage trade of
creation and income generation; (iii) to stimulate overalcontrabands and violations of phytosanitary require-
economic growth; and (iv) to conserve natural remments. Although these are valid concerns, it is con-
sources. The results of this survey should assist polidgnded that regional policy harmonization of stan-
makers in Tanzania to appreciate the positive aspects @frds and regulations for transit cargo could obviate
the link between agricultural mtactivity and trade the need for many of the curread hocand unilateral
on the one hand, and that between cross-bordeules imposed by individual countries.

trade and national food security. The prevalence of unrecorded trade in the region,

Informal cross-border trade stabilizes food avail-even when most of the countries have undertaken
ability by improving the supply through importation trade reforms, points to a lack of political will and
and increased production through export. It providegsommitment to a favorable macroeconomic environ-
employment and hence income, as most of the informent conducive to free intra-regional trade. Formal
mal traders are not gainfully employed in the formalcross-border trading is still constrained by high tariffs
sector where opportunities continue to dwindle. Thisand non-tariff barriers, such as long and cumbersome
form of trade also complements formal trade in thelocumentation procedures, instability of the foreign
agricultural marketing system, and enhances effiexchange rates, harassment of the traders by the
ciency in marketing by providing competition to the agents of economic police, high transportation costs
official trade. and lack of credit facilities. These bottlenecks have to

Large scale unrecorded trade has important fisca e reduced, and_, if possible, completely removed, in
oo order for the regional markets to integrate and operate
implications. For example, government budgets may L
be adversely affected since most developing countries > ¢ efficiently.

y ping

derive their revenue from taxes, part of which comes Besides the above mentioned issues relating to
from international trade. The biased national accountsade liberalization and policy harmonization, there
which arise because of the exclusion of unrecordedre infrastructural and marketing challenges to in-
trade could easily mislead planners particularly withcreasing regional trade and assuring a food secure re-
respect to resource allocation and thrust of internagion. Even in cases where price and other policy dis-
tional relations and trade policies. One area of contortions do not exist, large proportions of non-tradable
cern in this regard has been the governments’ pemroduction still exists due to high transactions costs.
chant for import/export bans and reluctance to liberalLowering of these costs through investment in im-
ize cross-border trade especially at times of domestigroved transportation and storage infrastructure and
shortfalls in production. Policy makers have consisimarketing facilities may be as important in lowering
tently reneged on their regional commitments to tradéood prices to consumers as increasing agricultural
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productivity. The unrecorded trade statistics pretor can play a very significant role in moving food
sented in this report emphasize the point that althouginom producers to consumers (even to drought-
cross-border trade is highly volatile, it nonethelesstricken lands and areas of civil strife), the political
conforms to the theory of comparative advantage. Butoundaries and bureaucratic constraints notwith-
the poor state of infrastructure, particularly the poosstanding. The mistrust that appears to exist between
road network in Tanzania, hampers producers’ oppompolicy makers (government) and the private sector
tunities to expand and diversify their production bypractitioners, as well as the hindrances to trade that
exploiting the neighboring countries’ export markets.are persistently imposed by the latter, sometimes give
Although the required investments in infrastructuralthe impression that these two parties have self-neu-
development are admittedly colossal, stakeholdersalizing views regarding economic development and
strongly feel that policy makers in Tanzania ought tesocial welfare. The view adopted here, and which we
explore more vigorously, the alternative strategiesirge regional governments to consider seriously, is
that target infrastructure as a means of exploiting théhat the private sector should be enabled through a
existing comparative advantages, particularly in theonducive macroeconomic environment and predict-
area of food production and export. The current foodble policy regimes to play a more active role of intra-
self-sufficiency strategies, which are also the pillargegional trading and income generation. The goals of
of food security in the country’s trading partners suchational food security are indeed not incompatible
as Kenya and Uganda, are short-sighted, and must kgth this notion, even when there are threats of do-
seriously reassessed in a regional rather than domesiieestic market failure arising from natural disasters
context. such as droughts. Strong governments, as well as con-
Finally, the results of this study have demon-Si_StenCy and predit_:tability of policy, are critical ingre-
. — . . dients that the region’s entrepreneurs need so desper-
strated that, given the right incentives, the private sec- i _ o
ately in order to function efficiently and for the food
insecurity problem to be eradicated comprehensively.
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COMESA
DRC
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GNP
EAC

ERP
ESAP
IMF

FAO
ICBT
IGADD
IGAD
MDB
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REDSO/ESA
SADCC
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SSA
SAPS
USAID

Glossary of Acronyms and

Abbreviations

Africa Bureau’s Productive Sector Growth and Environment Division in the
Office of Sustainable Development, USAID

Common Market for Eastern and Southern Africa
Democratic Republic of Congo
Gross Domestic Product
Gross National Product
East African Community
Economic Recovery Program
Economic and Social Action Program
International Monetary Fund
Food and Agriculture Organization
Informal Cross-Border Trade Studies
Inter-Governmental Authority on Drought and Development
Inter-Governmental Authority on Development
Marketing Development Bureau
Preferential Trade Area (how COMESA)

Regional Economic Development Support Office in Eastern and Southern Africa
Southern Africa Development Coordination Conference (now SADC)
Southern Africa Development Community
Sub-Saharan Africa
Structural Adjustment Programs

United States Agency for International Development
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1. Introduction and Background

The 1980s have been characterized as a “lost decadetustry arguments. Their main assumption was that
for Africa. From the early 1980s through the earlythe period of protection would be utilized to improve
1990s, most countries in sub-Saharan Africa experithe technical efficiency and thus gradually become
enced sluggish or even negative growth rates of theompetitive internationally. While capitalist oriented
agricultural sector. Whereas agricultural growth incountries (for example Kenya) relied on a mixture of
other countries, notably in Southeast Asia, averagetriffs and import controls to protect their industries,
more than 5 percent per annum between 1980 armbuntries pursuing a socialist path (for example Tan-
1989, growth in sub-Saharan Africa was only 1.8 perzania) prohibited the importation of several catego-
cent during the same period (World Bank, 1990a). Aies of goods. Tanzania also stifled private initiative
food growth rate of approximately 1.4 percent peras attempts were made to replace markets with cen-
annum has not kept pace with a population growtltral plans. The resultant consequence was the much
rate of about 3 percent per annum thus making thpublicized economic crisis of the last decade which
region a net importer of food. was compounded by mounting debts and poor export

Instability in agricultural production, and hence performance. Protectionism discriminated against ex-

commodity price instability, directly affects regional ports Wh_'Ch are ma.lnly agncultyrgl commod|t|es n
food security. For example, if food production de_most African countries. Domestic industries suffered
' ’ from capacity under-utilization due to their inability

creases significantly (without imports to offset the . o ;
. . . ; to purchase the necessary inputs. The limitations im-
differences) and prices increase, it affects the quan-

. . . &)osed by the small size of national markets also un-
tity of local food available, reduces real incomes an

access to food, and increases the level of poverty arﬁjoermlned the import substituting industries from real-

vulnerability in society. That is why food sector in- izing economies of scale. These distortions spurred

stability both causes and is caused by low productivt—he growth of parallel markets and informal cross-bor-

ity and poverty (Amha, 1997). The instability in agri- der trade.

cultural production prompted many developing coun-  During the past decade, liberalization has been
tries to attempt domestic stabilization. However, thethe hallmark of economic policy throughout the world.
mechanisms used in each country vaxgdely, viz.  In Africa, policy reforms were carried out under struc-
variable import and export tariffs, state trading organitural adjustment programs (SAPS), with trade liberal-
zations and other import/export control devices. ization, openness to foreign investment, greater reli-
ance on market forces and reduction of the public sec-

adopted inward-looking economic policies which WeretOr In favor of the private sector being the central

characterized by the use of heavy tariff and non—tarif%hemes in the overall policy framework. The stabili-

. . . zation and adjustment measures were anchored on the
barriers. These barriers were intended not only as’'a

i . . devaluation of domestic currencies and the liberaliza-
fiscal measure for generating revenue and conserving

much needed foreign exchange, but also as a deIibet}(—)n of foreign exchange markets with the objective

. . ; . of restoring external and domestic equilibrium and
ate policy to protect their fragile economies from ex- : i .
ternal competition (Demeke and Aredo, 1997). Theréendermg the economies more efficient.
was a desire to build a strong industrial capacity Tanzania, in particular, began economic liberaliza-
through an import substitution strategy. The propodion in 1984, adopted the Economic Recovery Program
nents of this strategy pursued policies based on infagERP) in 1986 and the Economand Social Action

Program (ESAP) in 1989. Under these programs,

Many African countries, including Tanzania,



the gowernment sought to provide the necessary en-
vironment for improvement of macroeconomic man-Tl—|E PROBLEM

agement to achieve sustainable growth in per capita

incomes and set the pace for poverty reduction. Th®ne of the major problems encountered when ana-
overall effect of the trade liberalization measures andyzing African economies is the absence of reliable,
exchange rate adjustment was to increase econonfccurate and consistent official statistics (Yeats as re-
activity. These policies dramatically increased theported in Bagachwa and Naho, undated). In Tanza-
availability of all kinds of goods, including low-priced nia, the official statistics suffer from two major weak-
used clothes for low income groups, basic and luxuryiesses, namely, incomplete coverage as well as inac-
consumer goods, spare parts and transport equipmentirate estimates of the activities covered. One of the
Official export earnings, however, did not increasesources of discrepancies in the official statistics is the
significantly, partly because of an increase in parallelinrecorded trade between Tanzania and her neighbor-
market exports, which largely financed their own im-ing countries. In the literature, unrecorded trade is
ports (Ndulu and Lipumba, 1989). broadly defined to include all trade activities which

. . . should be included in the national income accordin
Along with SAPS, regional cooperation and trade . . . g
national income conventions but are presently not

has increasingly become a major strategic approac - . L .
. . .__captured by official national statistics. The omission
to boost economic growth and development in Africa . . .
(Opio, 1997: Demeke and Aredo, 1997). The new re(_)f these econ.omlc activities could easily lead to faulty
. L . ._policy analysis.
gional cooperation initiatives, dynamic economic
growth of some regional countries and rapid global-  In Tanzania, the estimated size of the underground
ization of trade have increased the prospects for reeconomy as a percentage of GNP was about 10 per-
gional trade. These new conditions demand new tradgent in 1978 and 31 percent in 1986 (Musonda, 1995),
initiatives by regional countries if they are to ride thean indication that the size of the underground economy
wave of growing opportunities, expand their trade ofhas been increasing. The development of informal
goods and services and avoid being pushed aside byde was exacerbated by government interventions
rapidly changing technologies. Expanded markets alknd restrictions which created excessive demand or
low for capacity to exploit scale gains from large in-supply. Tanzania, in particular, intervened to regulate
vestment in intermediate and capital goods industrieshe production and distribution of industrial products
Regional trade can also help overcome imbalances @nd trade. The intensity of the control mechanism in
food supplies, thereby reducing Africa’s dependencérdustry and trade evolved over time and was severe,
on food imports from overseas. Liberalizing regionalespecially in times of foreign exchange problems. The
trade of food would contribute to food security. regulation mechanisms included import tariffs, quo-
tas, foreign exchange controls, state trading monopo-

Tanzania's official (recorded) trade with regional lies, state ownership, export restrictions such as dec
countries of the COMESA/SADC sub-region is low, . . P, &xp . . .
I%ratlon of foreign currencies and export licensing,

and has been decreasing during the 1987-1991 perio L ; . .
. industrial licensing, price controls and confinement

g|50Iicy. The intervention encouraged the emergence

gest a static or declining level of official intra- of informal trade, first, because scarcity of goods, es
COMESA/SADC trade, there are reports of increas- ’ ’ yorg '

. - . . __pecially in early 1980s, created excess demand. Sec-
ing unofficial (unrecorded) trade in the sub-region. . .
ond, the overvaluation of the currencies generated a

The magnitude of this trade is unknown. The low lev- .

. . : 8ap between official versus parallel market exchange
els of recorded intra-regional trade can be attribute : . . .

L . . . rates. Third, tariffs and quotas influenced a differen-
to restrictive trade policies, especially high trade taxes,

. . .. tial in the selling price of identical tradable goods.
foreign exchange, and import controls. These policie gp 9

. . ns of some commodities by the Tanzanian authori-
reduce trade incentives and encourage the growth g - .
, ties further encouraged unofficial trade.dddition,
parallel market channels (Ng’eno, 1996).




there was widespread use of non-tariff barriersstrategies to exploit its potential impact particularly
and the private sector felt that the export andn regional food security.

import licensing procedures were chersome, . .
. , i : Many questions remain unanswered about unre-
time-consuming and unnecessarily bureaucrétiese o

corded cross-border trade. How vital is it to the econo-

distortions further created incentives to beat the systenpﬁies of ESA? What are the commodities being traded

Tanzania has also in the past concentrated its eénd what are the quantities involved? Where does the
forts in pursuing the objective of food self-sufficiency comparative or competitive advantage lie with respect
as a means of sustaining food security. But in the fac® the key commodities being traded, and what would
of commodity price controls which were maintainedbe the net benefit to be gained from trade liberaliza-
as a strategy for subsidizing consumers, prices failetion? As part of the effort to begin to understand and
in their prime function of resource allocation. The con-quantify the role of unofficial trade in Eastern and
sequence of this was the creation of disincentives fdBouthern Africa, Technoserve on behalf of USAID’s
farmers in adopting modern farming techniques. Th&egional Economic Development Support Office in
relative price differentials between countries and th&lairobi, Kenya (REDSO/ESA) and the Africa
shortage of commodities in a particular country als@Bureau’s Productive Sector Growth and Environment
encouraged cross-border trade. Scarcity and shortagbgvision in the Office of Sustainable Development
in some of the neighboring countries created deman@FR/SD/PSGE), commissioned a survey of unoffi-
and high profits. The net effect of these phenomenaial trade between Tanzania and the neighboring coun-
was to fuel trade through unofficial channels. Althoughtries in August 1995.
regional markets appear to be highly integrated, cross-
border market opportunities remain unexploited. Fre
quent droughts and civil strife in the region tend toSURVEY OBJECTIVES
exacerbate not just poverty and food insecurity but

also the unfavorable macroeconomic and trade pOlirpg proad objective of the survey was to provide quali-

cies which often have a negative bearing on the samgyjye and quantitative information about informal
factors. cross-border trade and to assess its impact on national/

Due to relentless pressure from donor agenciekegional food security. Questions raised above were
for the implementation of Structural Adjustment Pro-addressed by fulfilling the following specific objectives:
grams (SAPS), Tanzania began divesting from losg
making public institutions and relaxing some of the
controls on internal and cross-border trade. In addi-
tion, domestic market liberalization is being under- rates, transportation, information, financing,
taken. But there are still problems with formal trade: . a4ns of balancing trade and the costs and ben-
the process of privatization has been extremely slow it of ICBT:
and obscure, trade policies have not been harmonized
with those of the neighboring countries, rent seeking ~Provide estimates of the magnitude of unrecorded
practices still abound at the official border points and ~ rade highlighting the most important commodi-
poor infrastructure still militates against both internal  ties (and categories of commodities) being traded
and external trade. In addition to these constraints, one and the trade patterns;
has to add factors such as civil strife and drOUghtS give a Comparative ana|ysis of recorded and un-
which often lead to market failure. official (unrecorded) trade volumes highlighting

Interest in ICBT has been overwhelming. How- the factors determining the disparity between the

ever, inadequate knowledge of its magnitude not only ~ tWO;
leads to misleading figures in national accounts but
also inhibits formulation of appropriate policies and

provide an overall analysis of how the informal
traders overcome the major constraints facing for-
mal traders such as mutually acceptable exchange



provide an overall assessment of the impact ofine  recommend steps that should be taken to enhance
formal cross-border trade on national food secu- trade between the Tanzania and her neighbors.
rity and the effects of cross-border trade liberal-

ization; and



2. Methodology

This chapter presents the methodologies used in datpmalifying the goods they carried from the observa-
collection and sets out the analytical framework usedional techniques to be described in the subsequent
in the study. sections of this report.

Transporters/couriers was a fairly visible group
at most of the borders with the traders they served
invariably playing a seemingly innocuous role. Con-
sumers freely crossed the border with what the cus-
For purposes of this study, informal cross-border tradesms officials referred to as hand/head luggage that
is defined as unrecorded exchange of goods undefyere never recorded or taxed. Such consumers were
taken by various trade practitioners. It does not nemot the same as the couriers who also operated in the
essarily mean illegal trade even though aspects &ame fashion but on behalf of bigger traders or trans-
smuggling cannot be ruled out entirely. Informal crossporters as described above. The small transactions
border trade reported in this study thus comprised eagonsumers made amounted to fairly large unrecorded
ily observable exchange of goods. Informal tradingrade between Tanzania and the neighboring countries.
activities are genuinely productive and earn economipublic officials were a crucial group in cross-border
rent due to the inadequacies and inefficiencies in thgade and generally consisted of custoofiicials,
system. Both formal and informal cross-border tradgyolice officers, provincial/district administrators and
is concentrated in and around the established custorgess (tax levied by local government authorities) col-
points of the border between Tanzania and her neighectors. They were an important source of secondary
bors as well as through the lakes (Victoria, Tanganyik#formation as well as information relating to how trade
and Nyasa). The study dealt with both food and nonwas being conducted across the border. Furthermore,
food commodities because they were sometimes exhey could also operate in other non-official capaci-
changed for each other in the trade depending on thizs which was of interest. Other ways of obtaining
level of industrial development and agricultural pro-cross-border trade data was by perusing secondary
duction in respective countries. However, emphasisources, or primary sources through border observa-
was on agricultural food commodities due to obviousjon as explained in the following section.
links to food security.

SOURCES OF DATA

A number of practitioners were involved in the
informal cross-border trade. They included traders-I—EC|_|'\llQUES FOR QUANTIFYING

agents, transporters/couriers, consumers and publgsROS’S'BORDER TRADE
officials. Traders consisted of registered wholesalers,
retailers and informal hawkers/dealers. Agents wer&sing Secondary Data

either registered firms or individuals acting on behalf.l.he use of data recorded by customs officials may

of importers and exporters. Hawkers generally did no{o some extent, reveal the level of unofficial trade be-

have permanent structures and hence operated at t,[he . . .
i (ween Tanzania and her neighbors. For a given com-
open border markets and along the roads in competrll-1

. . , ) odity, however, the official trade figures between
tion with the registered retailers. Some of the hawk- . . .
Tanzania and the bordering countries hardly tally. For

ers were selling on behalf of the bigger shop oWneraxample, Kenyan beer officially declared in Kenya as

and dealers. Hawkers carried the same items back aré(rj] export to Tanzania will not be recorded by Tanzania

forth across the border in search of buyers thus dis-




if the merchandise is off-loaded within Kenya andv) Tanzania/Uganda—Mutukula, Bukoba and
smuggled across the border into Tanzania. Kyaka.

Even in cases where trade flows are recorded by These monitoring sites are shown on the map.
both countries, the values may not correspond due fbhese sites were found to be the most active ones
over-/under-invoicing or misdeclarations aimed at exafter making reconnaissance trips to the borders. Of
ploiting lower tax rates or avoiding them altogether.course it could not have been possible to cover all the
Further estimation problems arise when both counerossing points in a study of this nature given resource
tries do not have records of trade flows as in the casend logistical constraints.
of contraband. In such circumstances, the traders

d d decl ) fth 4s in eith Due to the conflicts in Rwanda and Burundi, Tan-
wou : ay0| eclaration O_t ese' goods in either COUN; 4nia/Rwanda and Tanzania/Burundi borders were ex-
try. Similarly, trade flows in basic foodstuffs such as

cluded from monitoring. Similarly, Tanzanial/

bananas, maize, beans, fish, fruits and Vegetablel?/lozambique border was excluded due to poor road

seem to go on unhindered especially when the amou,%sfrastructure and availability of means of transport.

involved are small (head loads). Records hardly eX"Q‘{'his meant poor accessibility of the area and worked

for such trade and actual border monitoring (observa- __. - .
) ) o against a critical requirement that enumerators and
tion) was the only option for quantification.

their supervisors be given close supervision. The tri-
A Technique for Border Monitoring als along Tanzania/Mozambique border also indicated

A preliminary survey showed that both official andIOW trade activity necessitating discontinuation of the

- . axercise. Exchange of goods across the border was
unofficial cross-border trade was concentrated in and; ) N
. . _discouraged by insecurity in the area and fear of land
around well established towns and customs points

o mines during the protracted civil war in Mozambique.
along the border. The unofficial routes were usually ) .
. . However, this border was monitored from the
around these stations rather than in the remote and ) ) )
. . o Mozambican side hence estimates of volume of trade

porous frontier region. Border monitoring was there- ) ) )
. . are available in the informal cross-border trade coun-
fore concentrated around the established crossing

points with basic infrastructure such as roads, elect—ry report for Mozambique and have also been re-

tricity, telephone, storage, resident commercial popugorted in this study.
lation and some form of public security. Site selec- One other important border region that was ex-
tion was therefore on the basis of the volume of tradegluded from border monitoring was Rukwa. Rukwa
security, communication, transport links and availabil+egion borders the Democratic Republic of Congo
ity of supporting institutions and recruitable person{DRC) and Zambia and has communication links with
nel. Five border zones were selected for intensiv8urundi through Lake Tanganyika. Rukwa is indeed a
monitoring in Tanzania, namely: food surplus and an important trading region with the
i) Tanzania/Kenya—Tanga (Horohoro, Deep Sea neighboring cquntries but it has acces.sibility prob-

lems. The region has very poor road infrastructure

and Ngome), Holili (Makuyuni and Korongoni), . . .
. oo . and the roads are usually impassable during rainy sea-
Tarakea (Mbomai), Namanga and Sirari all being i . .
. . . .. sons. One of the major constraints to the farming com-
inland points, and Mwanza the only lake point; o : ,
munity is the poor road infrastructure rendering the
ii) Tanzania/Malawi—Kyela (Kasumulo—Nyasa/ disposal of agricultural produce very difficult. Food

Msukwa, January/Timoti and Kitwika); grains produced in the region are informally exported
iii) Tanzania/Zambia—Tunduma (Customs and to Zambia and the Democratic Republic of Congo be-

Bendera ya Simba) and Kasesya (Customs antRUSe of high costs of road transportation to the distant
Safu); inland and east coast centers experiencing food deficits.

Estimating informal trade between Tanzania and

iv) Tanzania/Democratic Republic of Conge
Zanzibar and Pemba had inherent accounting difiiésul

Kigoma (Kibirizi and Kaseke) and Ujiji; and



and was therefore abandoned after a trial run in 1994nenced monitoring during the second week of Au-
There was a possibility of double recording or recordinggust 1995, the following chart applied.
of commodities already entered in the official cus-

: . The figures in the third column of the chart indi-
toms records in the case of trade between Tanzanja o
cate the weeks of the month when monitoring actu-

and Zanzibar. The other problem was that the gOOdé\slly took place; for instance, 8.2 and 8.4 mean that

guoted as destined for Zanzibar could be actually meaﬂ%e second and fourth quarters of August 1995 were

for trade with a third country (for example, the Gulf . .
) dh monitored. The random selection of the quarters was
countries) thereby exaggerating informal trade between

i . : meant to avoid the potential influence enumerators may
Tanzania mainland and Zanzibar. The same reasons . _ .

I in the case of Pemba. have had on the trading activities and routines of those
apply ) being monitored as would most likely occur if obser-
vation was concentrated at the same sites over a long

stretch of time. Posting of enumerators at one point

Table 2.1 Time Chart for Monitoring Trade along Tanzania Borders

Year Calendar Month Monitoring Weeks of Month
1995 August (8) 8.2and 84
September (9) 91 *“ 9.3
October (10) 10.2 “ 10.3
November (11) 11.1 “ 114
. December (12) 12.1 * 123
1996 January (1) 1.2 * 14
February (2) 22 * 23
March (3) 31 “ 34
April (4) 42 " 44
May (5) 51 “ 53
June (6) 6.2 “ 6.3
July (7) 71 ¢ 74

over a long period of time would also expose them
unduly to life threatening encounters with smugglers
who may feel that their hours of operation were being
Border monitoring along the Tanzania borders lastedurtailed. In sum, the reasons for selecting a 14-day
for a period of 12 calender months to cover the entireramework for monitoring were reduction of costs,

agricultural production cyclélhe monitoring com- avoidance of possibility of enumerators and their su-
menced in early August 1995 and ended late Julgervisors influencing traders’ activities by staying too

1996. The sapling procedure can be characterizedlong in one area, and for purposes of randomization.
as a two-stage process initially involving selection of

. - Monitoring was done using a census approach
judgmental clusters consisting of relevant trade pracduring day time (ar whenever business ordinarily took
titioners at the specified border towns. The next Stagglace) for all the days of the week thus giving a total
required specification of two weeks (quarters) ra_n-Of 168 days (12 months x 2 weeks x 7 days). It is
served) six times thus providing adequate data to atbe.nlght pegause majority of the trade_rs did r.10t want

?o risk their lives and property by trading during the

count for trade variability within a month. In the case . .
. night. Furthermore, although the commodities could
of the Tanzania cross-border study where we com- . . . .
e shipped during the night, the consignments came

OBSERVATION TIME FRAMEWORK




by the day and were thus recorded. The 12 montHem of double counting was avoided by conducting
period was deemed long enough to capture trade setfte monitoring exercise only from one side of the bor-
sonality within the year. The survey instruments (dataler: the Tanzanian side. Enumerators and their super-
monitoring sheets) were pre-coded for different typewisors, however, crossed over to the neighboring coun-
of packaging materials and their sizes. This systertry occasionally to compile price data, trader profiles
made it possible to have details for even very smaknd other relevant secondary information.
items. Also, by employing people who are experiencedlisdeclarations mainly by truck owners, could not
as enumerators and with the supervisors at hand tme adequately covered because it was not practical to
assist, data recording was done with a high degree oéasonably quantify them. Also, for safety reasons,
accuracy. trade taking place at night could not be adequately

Although the non-randomized nature of the Sam5:overed. Nevertheless, goods intended for crossing

pling procedure did not allow making of irncerencesdurlng the night were usually assembled near the cross-

based on probability theory, attempts were made ' points during the day and transported across the
cover no less than 80 percent of the unrecorded tra

é)eorder at night. Such goods were recorded by the
taking into account observation time as well as site

enumerators.

and commaodity coverage. The uncovered proportion The estimation of volume of trade of livestock
was accounted for by trade on contrabands and googesed a methodological problem. For example, along
that were not easily observable such as electronicthe Tanzania/Kenya border around Namanga, the area
cigarettes, spirits, precious metals and other valuabls inhabited by the nomadic Maasai community who
natural resources. Similarly, any trade that took placenove their livestock in and out of their country of
at life-threatening hours (e.g. during the night) andrigin. This phenomenon made it extremely difficult
places could not be covered with any degree of ceto monitor such activities. It was also difficult to dif-
tainty. ferentiate genuine nomads in search of pasture from
.those exploiting this loophole to participate in infor-

The problem of missed trade is to be expected in

this kind of survey (Ackello-Ogutu and Echessah mal trade of livestock. Minor difficulties notwithstand-

1997), but in our case, its impact was minimized iing, the observational technique was found to be the

. o most cost-effective way of gathering data under bor-
several ways. First, most of the commodities traded i . X
were readily identified and could be recorded withfjer region conditions which are generally far from

- . ideal.

precision. For example, most of the agricultural com-
modities, sugar manufactured in Malawi and goods
mgnuchtureq by the _E_ast Africa Industries were CODDATA REQUIREMENT
tained in easily identified packages. Second, recruit-
ment of the enumerators was on the basis of their thor-
ough knowledge of the informal trade activities andin order to meet the objectives of the present study,
practices at the site. The experience, coupled witMarious types of data were collected from the follow-
some probing and financial inducement of the trader#g primary sources:
ensured the reliability of the records. And third, thei)
focus of the study was on the link between informal
trade and food security. The common practice was
that large quantities of food commodities were being
traded during day time in order to the minimize risk
of theft.

Data from Weekly Observation (Monitoring):

composition of the goods; quantity/volume of the

goods; exchange rates; commodity prices; direc-

tion of trade; observable determinants of trade

(e.g. weather and demand/supply changes); mode

of transport; and packaging and popular units of
The other potential problems concerned the pos- measure.

sibility of double counting of the traded commodities

by the enumerators and misdeclarations. The prob-



i) Baseline Data: trader characteristics; information
sources; mode of communication; prices; Costs;
financing (sources and availability); contracts/pay-
ment methods; grading; storage; mode of trans-
port; origin and destination of goods; and pack-
aging materials.

The baseline information was obtained using struc-
tured questionnaires. Eighty-three traders and forty-
three public officials were interviewed. The baseline
survey was not intended for hawkers, couriers and con-
sumers due to sampling and logistical reasons. It was
proposed that only one baseline survey be conducted
mid-way through the project on the assumption that
baseline data was not likely to change significantly on a
weekly basis. Their compilation only once allowed the
enumerators adequate time to simply monitor (observe)
movement of goods from one country to another with-
out asking too many questions. The baseline survey also
provided the opportunity for individuals, both traders and
officials, to register their opinions and experiences.

DATA ANALYSIS

Analysis of data specifically highlights the follow-
ing points derived from the stated objectives of the
survey:

* Descriptive statistics are used to evaluate the sig-
nificance and implications of trade policies and
other constraints faced by informal cross-border
traders. Baseline data is used to evaluate, for se-
lected commodities, the marketing structure, func-
tions performed and price formation.

* Quantification of trade (value terms) has been
done using monthly data from cross-border trade
monitoring for the stipulated period of 12 months.
For a given month, denoted by, the data used
for derivation of monthly, and, ultimately, annual
trade volumes for a given commodity can be de-
noted by the vector g= (q,,) Wherew = 1...2
denotes the number of monitoring weeks of month
m, andd = 1...7 stands for days. Assuming a 30-
day month, the estimate of the average monthl

trade g in physical units is derived from the daily
trade average by multiplying by 30 viz:

30

2 7
qm: ‘ﬁ';dzzngd

where the symbols are as explained in the text.
The estimate for the annual trade volu@es
then given as:

Given estimates for the average price for each
month p, the total valuation (with local curren-
cies appropriately converted to U.S. dollars) for
the annual trade is :

Trade balance between Tanzania and her neigh-
bors was derived from an import-export matrix
constructed using the above equation summed up
for all the relevant commodities.

We adopt FAO’s definition of food security as the
ability by all consumers to have both physical and
economic means or access to basic food require-
ments at all times for healthy and productive life.
Three important ingredients of food security are the
availability of food through production, storage or
imports; access to food by having the purchasing
power to buy it from a market or the financial and
other resources to grow it and stability of access
which means that variability in physical and finan-
cial means of obtaining foadbes not expose con-
sumers unduly to risk of starvation.

Obviously, an optimal mix of these ingredients

can only be achieved through appropriate policies on
domestic production, trade, distribution, prices and
Yncomes. Whereas data and time constraints hindered



exhaustive treatment of these factors, the baseline dgtasition of exports and imports, food trade (staples)
yielded qualified statements about the potential impacas proportion of total trade volume; and seasonality in
of cross-border trade on national food security andocal food production relative to cross-border supply
the effects of trade liberalization. In particular, analy-availability. The results of the baseline survey are dis-
ses were undertaken to highlight the following: com-cussed in the next chapter.
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3. Trader Profiles and Trading Practices

customsofficials, immigration officers, police officers,
municipal petty cess collectors and regional/district ad-
ministrators.

PROFILE OF INFORMAL TRADERS/
PRACTITIONERS

Asked why they avoided official trade channels,

Table 3.1 summarizes the profiles of the informal - .
- . _Jraders observed that the official procedures were rigid,
cross-border trade practitioners (traders and public of-

L ) L : ong and bureaucratic. In addition, most of the border
ficials). Among the public officials interviewed were g

Table 3.1 Profile of Trade Practitioners

Characteristic Percentage Involved
Gender of traders

Male 96.4

Female 3.6

Residence of traders

Local border town 79.5
Foreign border town 4.8
Other nearby town (over 10km away) 11.0
Other residence 4.8
Literacy of traders 97.6

Business category of traders

Retailer 35.7
Wholesaler 28.6
Wholesaler cum Retailer 25.0
Hawker 10.7

Public officials

Representatives from Ministries 95.0
Representatives from district councils 2.5
Representatives from local government authorities 2.5

Duties performed by public officials

Apprehension of smugglers 30.0
Revenue collection 26.0
Issuance of licenses 18.0
Immigration assignments 7.0
Other? 19.0

Source: Baseline survey, 1996.
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regions are remote with respect to main internal mamremedial measures. Perceptions about ICBT were also
kets. For instance, a trader from a remote area @fiven by these practitioners. These factors are as
Mutukula at the Tanzania/Uganda border has to travedhown in Table 3.2. The majority (84 percent) of the
to Mwanza to obtain relevant export documents. Theublic officials interviewed were of the opinion that
distance involved is long, the cost of travelling is high,ICBT was increasing relative to the 1980s.
accommodation and food expenses are also high and

the means of transport is unreliable because of poet
infrastructure. Obviously, these factors make the of PREVAILING PRICES OF THE
ficial trade channel extremely unattractive and tradCOMMODITIES TRADED

ers therefore opt for informal ones.

Trade practitioners also observed a myriad of facNumerous commodities were exchanged informally
tors constraining cross-border trading and suggestdegetween Tanzania and her neighbors. These commodi-
ties have already been discussed and can generally be

Table 3.2 Constraints to Trade, Remedial Measures and Perceptions about ICBT

Percentage of respondents
Constraints

High tariffs 39
Non-tariff barriers 11
Instability of exchange rates 11
Harassment by agents! of economic police 7

Remedial measures

Better access to credit facilities 33
Removal of road blocks 17
Improved access to foreign exchange 12
Reduction of tariffs 9
Improved road infrastructure 8
Provision of storage facilities at borders 7
Educate the public on the need for paying taxes 3
Other? 8

Perceptions about ICBT

ICBT is increasing 84
Contributes to low rate of revenue collection 43
Retards economic development 23
Stabilizing effect on food security 21
Contributes to corruption at the borders 19

Provides employment opportunities 3
Negates collection of trade statistics 3
Destabilizes food security of exporting country 3
Distorts agricultural commodity prices 2
Source of sub-standard goods 2

Source: Baseline Survey, 1996.
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categorized as agricultural, industrial, forestry and waehanged between Tanzania and her neighbors as re-
ter resources. Tanzania informally exported mainlwealed by informal traders. These averages were de-
agricultural food commodities, fish, and forest re-rived from the prevailing cross-border prices at all the
sources (charcoal and timber) and in turn importedurvey sites. Buying price refers to cross-border im-
mainly industrial goods. The trade volume estimateort price, while the selling price refers to cross-bor-
of some of these commodities are given and discussetdr export price. Commodity mean prices that pre-
later in this report. vailed during the 12 months of data monitoring for
specific border sites are given in the appendix. No

Table 3.3 shows the average commodity prices™ "~ ) }
during the baseline survey for major commodities eX_profltabmty analysis was done as this was not the ob-
jective of the present study atiterefore no relevant

data for such analysis was generated.

Table 3.3 Prevailing Overall Average Price per Unit of Measure at the Borders

Commodity Average Buying Average Selling
(Import) Price (Tshs) (Export) Price (Tshs)

Maize (kg) 78 92
Beans (kg) 170 251
Fish (kg) 675 909
Cooking fat (kg) 791 927
Milk(1) 210 269
Salt (kg) 100 164
Beer (kg) 600 1,100
Toilet paper (bale) 4,300 5,200
Sodas (1) 470 680
Wheat flour (kg) 323 371
Sugar (kg) 326 393
Rice (kg) 219 336
Onions (kg) 139 159
Finger millet (kg) 92 106
Groundnuts (kg) 180 200
Seed chemical (kg) 4,000 5,000
Animal feed (kg) 450 575
Cement (bag) 3,800
Knitting thread (bale) 2,200 2,500
Salt (kg) 100 164
Potatoes (kg) 29 46
Pigeon peas (kg) 150 200
Petroleum (1) 259 327
Soap (bar) 515 606
Shoe soles (pair) 2,833 3,000
Cooking pots (1 unit) 900 1,300

Source: Baseline Survey, 1996.
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ment to the development of a marketing system in
the present day of economic liberalization. The im-
mediate need of most traders was to increase their
working capital so that they could increase their stock.
Trade Financing It is only when stocks are large enough that traders
may consider long-term credit for the acquisition of
assets such as storage facilities and trucks.

DESCRIPTION OF THE MARKETING
FUNCTIONS

Credit was not easily available to the small trader.
This study shows that only 5 percent of the traders
interviewed received their initial investment capital If formal credit was available, temporal (sea-
sonal) arbitrage would seem attractive and the ben-
efit to the consumer, in the form of stable prices,
would be considerable. It is, however, unlikely that
many small traders will engage in seasonal stock-
holding even if credit was available, as they can in-
crease their profits very easily by increasing turn-
over. But larger traders and possibhadalali
(agent middlemen) might be attracted to this type

Suppliers Credit of business.
0, .
21% Market Information

Fig. 3.1 Sources of Investment Capital

Traders and farmers need market information to fa-
cilitate their market planning and implementation.
They need information on prices, quality linked with
grading and selling units. As prices fluctuate and vary
greatly from one region to another, from country to

Friends and Relatives
Savings and Credit 21.1%
2.1%
Commercial Banks
5.3%
country, and from season to season, it is imperative
that traders and farmers are able to decide where and

from commercial banks. The majority (70 percent) when to buy and sell their commodities. Such deci-
of the traders funded their operations from their ownsions are facilitated by information flows.

equity, particularly since the extent of these opera-

tions was constrained by stockholding limits. About

21 percent obtained credit from relatives and friends Fig. 3.2 Market Information Sources
(informal sources). Figure 3.1 shows different sources
of investment capital.

Lack of access to formal credit facilities by trad-| Visits to MarketsAl.ZO
ers may explain why most of the informal traders’
scale of operation was typically small. The traders
also had little specialization in their functions. One
of the reasons why most of the informal traders were
not securing formal credit from the banks could be
that they lacked collateral acceptable to the banks.
They may also have either lacked the ability to ne-
gotiate for such loans or the cost of securing the fa-
cility was prohibitive. This area needs further research
and analysis to get to the root cause of the problem.
Lack of credit could therefore be a major impedi-

Inter-personal Communication 65.
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The major sources of market information wereand boats as was witnessed at Kigoma, Mwanza and
through personal contacts (66 percent), market sigkasumulo. The most common means of ferrying goods
nals - prevailing supply and demand conditions (14cross the border was by bicycles, trucks, ships/boats
percent), orders from buyers (12 percent), both elec-
tronic and print media (7 percent) and visits to mar-
kets (1 percent). Information sources are depicted in
Figure 3.2.

Fig. 3.4 Ways of Transportation

Transportataion

Transportation, together with storage and processing,
constitutes the physical function in the marketing pro-
cess. The availability of physical resources is a func-
tion of credit availability. We have observed that credit

\
Fig. 3.3 Means of Transportation

Bicycles 43.5%

Trucks 33% and push carts as shown in Figure 3.3, while the pre-

dominant way was by road (Figure 3.4).

Transport and transportation networks are a prob-
lem and a major concern to the traders. They experi-
ence extreme difficulties in reaching both the supply
and demand centers, more so for agricultural produce.
The distances involved are long, infrastructural link-
ages are poor and the means of transport unreliable.
In some districts, relatively high transport costs are
incurred for collecting grain and these costs are passed

was not easily available. Consistent with the fact very

few traders owned trucks and relied almost entirel;}o the farmer, resulting in lower producer prices in

. . ._“more isolated areas. Market integration is thus ham-
on public or private transport. The common practice 4 by th . ¢ svst
is for commodities to be packed and transported oRered by the poortransport system.

the roof rack of a coach, or for traders to hitch a liftStorage

with trucks and oil tankers. Occasionally, traders.S . . .
) mall traders sometimes use their homes temporarily
would organize themselves, rent a truck and share tl}e . )
. 0 store their merchandise. Due to the nature of the
costs.

Ships/Boats 26.49

Hand

=
=3
8
o
[ee]
~
=)

Push carts 13.24

informal trade itself, long-term storage is rarely un-
Once the commodities are at the border town, ardertaken by small traders. The storage that takes place
rangements are then made to smuggle them across digsmainly at sites close to informal trade routes from
ing the day or at night. Some traders hire porters tavhere small quantities are smuggled out. Figure 3.5
smuggle the goods through the numerous footpathshows that 39 percent of informal traders owned stor-
along the borders as was evident at Namangage facilities or used their homes to store the goods,
Tunduma and Sirari, or the goods are loaded on shif®6 percent had rented them, 10 percent stored their

15



commodities on the business premises that were renteding formal sources. The business of money chang-

and only 6 percent used municipal markets. ers across borders was not repressed and one could
observe open trade in local currencies. It was also
observed that international convertible currencies play

Fig. 3.5 Storage Faciliies Used an insignificant role at cross-border posts.

Payment was normally made in the local currency
of Zambia and Malawi. In both countries, the traders
received their money in Zambian or Malawian Kwacha
and either exchanged the Kwacha for Tanzania Shil-
lings at the parallel market rates or purchased indus-
trial goods to take back with them. During the time of
the survey, the Zambian Kwacha had been greatly
devalued and was extremely unstable and the exchange
rate was approximately one Tsh for three Zambian
Kwacha, while ten Malawi Kwacha exchanged for
TSH 350. Generally, the stronger of the two curren-
cies at the border was the one most preferred for trans-
actions. For example, Tanzania currency was the pre-
ferred currency at the border with Zambia, while

Storage function ameliorates inter-seasonal pricdlalawi Kwacha was preferred to the Tanzania Shil-
fluctuations. The resultant desirable consequences arig along the Malawi/Tanzania border.
farmers receive relatively higher prices in the imme-

diat “h ‘ iod. food Dri tabilized In the Democratic Republic of Congo, the traders
ate post-narvest period, 100d prices are stabllizeq, o being paid either in gold or occasionally in U.S.

the level of post-harvest losses are decreased and tra&’&lars The local currency was unacceptable because

between regions and between countries is encourageéjf. its extreme instability. Part of the earnings could

Exchange Functions be used to buy Democratic Republic of Congo’s
The traders in the border regions used different methv-Itenge The remalnder of the U.S. dollars was usu-
ods to transport their merchandise across the bordgpy exchanged in the black market,

in order to avoid the long official procedures. The  Trade was conducted similarly in Tanzania’s bor-
mode of payment differed from one country to an-der regions with Kenya and Uganda. Like in other
other. Generally, the commodities were exchanged oborder regions, porters were hired to carry small quan-
cash, credit or on barter terms. Most (88 percent) diities by head, push carts or bicycles across the bor-
the transactions were done on a cash basis with a strasher. Border crossing could occur during the day or at
ger currency between the two trading partners beingight depending on the prevailing security situation.
the preferred medium, 6 percent on a credit basis aldonetary transactions were prevalent and both
6 percent used a combination of both cash and creditenyan and Tanzanian currencies were accepted on
arrangements. Only a negligible 2 percent used a bagither side of the border. Barter exchange was occa-
ter form of exchange. Informal money changing wasionally being used in which Tanzania’s agricultural
a thriving activity in all the border regions and wascommodities were exchanged for Kenya'’s industrial
the major source of foreign exchange for most of thgoods. Foreign exchange parallel markets were vi-

traders. brant, especially at Namanga border post.

Own Store 38.6Y

Not Required 9.6%

Municipal Market ')

Business Premises 9.6
Rental Store 36.19

Over 72 percent of the traders interviewed ob-
tained their foreign exchange requirements from par-
allel foreign exchange markets, with the remainder
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Over 70 percent of the traders interviewed spent
below US $150 annually on storage facilities confirm-
ing how insignificant this cost is for traders. Trans-
portation, on the other hand, constituted a major ex-
Explicit costs of informal trading noted during the pense with 70 percent of the traders spending over
baseline survey were rental, storage, transportation atgs $150 annually, and about 53 percent claiming that
labor. A detailed comparative analysis of the costs fothey spent over US $250 every year. Labor payments
the different marketing channels could not be underare generally a minor expense since the majority of
taken in this study, and here we only provide a broattaders use their own or family labor with minimal
impression of the expenses incurred by informal tradeutside hiring. Rental expenses consist mainly of pay-
ers during the survey (Table 3.4). ments made for renting business premises and some-
times accommodation for those originating from
nearby or foreign border towns.

Table 3.4 Percentage of Traders by Average Annual Transactions Costs

COSTS OF INFORMAL CROSS-
BORDER TRADE

Expense Average Annual Cost Percentage

(US $)

Transportation Below 50 15.7
50 - 100 7.1
101 - 150 7.1
151 - 200 7.1
201 - 250 10.0
Over 250 52.9

Storage Below 50 47.2
50 - 100 111
101 - 150 13.9
151 - 200 5.6
201 - 250 8.3
Over 250 13.9

Labor Below 50 13.0
50 - 100 37.0
101 - 150 16.7
151 - 200 9.3
201 - 250 7.4
Over 250 16.7

Rental Below 50 10.0
50 - 100 125
101 - 150 15.0
151 - 200 22.5
201 - 250 175
Over 250 22.5

Source: Baseline Survey, 1996.
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The present study was not designed to evaluat%. . .
L . this form of business because they were making prof-
the profitability of the informal trade, consequently

- . . . ts. The potential contribution of ICBT to employment
there are no revenue statistics given in this report. . . L
. ) o . and income, especially to the border communities, was

However, it was evident that practitioners stayed in .
therefore quite clear.
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4. Summary of Tanzania’s Trade with
Neighbors

A.2in Appendix A graphically show the quantity and value
of agricultural commodity imports and exports includ-
ing fish, respectively.

EXPORTS AND IMPORTS OF
AGRICULTURAL PRODUCTS AND FISH

. Table 4.2 summarizes Tanzania’s informal food trade
Tanzania was a net exporter of most staple food com-

modities in the region including fish, but was a nee/rwth specific neighboring countries. The table shows that

. . anzania’s total informal food exports were worth US
importer of sugar, groundnuts, millet, seed, prawns

. ) 88.4 million, while informal food imports were val-
sorghum, milk and bread (Table 4.1). Figures A.1 anied at US $13.5 million.

Table 4.1 Tanzania’s Volume of ICBT in Foodstuffs with Neighbors, 1995/1996

Exports Imports
Commodity  Quantity V alue Quantity V alue
(mt) (US$ (mt) (Us$
thousands) t housands)

Maize 18,686 3,090 284 88
Beans 7,978 4,033 9 93
Prawns 18 622
Fish 54,607 67,303 73 552
Wiflour 5,001 3,302 1,212 643
Bread 105 96
Root crops’ 5,407 1,533 88 25
Sugar 2,431 1,887 13,257 9,477
Rice 9,895 4,771 344 198
Vegetables 27 353
Bananas 295 78 14 3
Fruit™ 374 19 110
Maize meal 187 45 25 8
G/nuts 80 36 264 53
Millet 32 3 396 105
Sorghum 63 20
Seed 2 225
Livestock 123
Milk 17 154
Coffee 1,117 42
Other™ 982 646
Total 104,973 88,386 16,134 13,513

* Root crops include cassava, Irish potatoes, sweet potatoes and yams.

*x Fruit includes citrus, pineapples, plums and passion fruit.

ol Other refers to tomatoes, eggs, onions, choroko, cabbage, cashew nuts, coconuts, cotton seeds, cotton seed|cakes, and
hides and skins.
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*

Country

Kenya
Uganda
Zambia
Malawi

DRC’
Mozambique

Total

Imports

2.0
0.1
5.7
35
0.0
2.2

135

The Democratic Republic of Congo

Source: Calculated from Monitoring Data, 1995/1996.

Table 4.2 Tanzania’s Informal Food Trade with the Neighbors (US$ millions)

Exports

4.3
2.3
3.4
0.3
77.8
0.3

88.4

*

Table 4.3 Value of ICBT in Industrials between Tanzania and Neighbors,

Commodity

Cooking Fats/Oils
Margarine
Toiletries
Petroleum Products
Beer and Spirits
Soft Drinks

New Textiles

Old Textiles
Electronics

Const. materials
Sweets & Biscuits
Car & Bicycle Parts
Wood Products
Shoes

Salt

Other’

Total

1995/1996

Value of Exports

Value of Imports

(US$ thousands) (US$ thousands)
3,457 2,524
22 2,745
729 7,905
55,715 1,766
713 1,756
500 283
2,613 66,315
1,740 10
2,086 50
853 77
166 745
2,272 674
115 700
1,667 10
3,992 520
10,006 2,706
87,145 88,789

Source: Monitoring Survey Data, 1995/1996.
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engines and compressors.
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lion, while informal imports of the same commaodities

EXPORTS AND IMPORTS OF were valued at US $88 million.

INDUSTRIAL PRODUCTS AND FOREST
RESOURCES

AGGREGATE AND BALANCE OF
Tanzania was a net exporter of the following indus-TRADE BETWEEN TANZANIA AND
trial manufactures: cooking fats and oils, petroleunNEIGHBORS
products, soft drinks, old textiles (used clothes, popu-

larly known asnitumbg, electronics, construction ma- The overall value of all the informal (both agricul-

terials (cement and iron sheets), car anq picyCIe PaSral and non-agricultural) imports for the year 1995/
and salt. Part of most of these commodities were r€996 between Tanzania and her neighbors was US
exports originating from a third country. Table 4'3$101.5 million, while the informal exports were val-
shows the value of both exports and imports ofindusl—Jed at US $175.6 million. The combined informal
rial goods between Tanzania and the neighboringrade between Tanzania and her neighbors was thus
countries which are also graphically shown in I:igureestimated at US $277.1 million, with the balance of
A.3 in Appendix A. trade being in favor of Tanzania by US $74.1 million.
Table 4.4 summarizes Tanzania's informal tradel he balance of trade with the specific countries shows
of industrial manufactures and forest resources witithat informal cross-border trade favored Tanzania with
specific neighboring countries. Table 4.4 shows thatespect to Uganda, the Democratic Republic of Congo
Tanzania’s total informal exports in industrial manu-and Mozambique, while the balance of trade was
factures and forest resources were worth US $87.2 miggainst Tanzania with respect to Kenya, Zambia and
Malawi (Table 4.5).

Table 4.4 Tanzania’s ICBT in Industrials and Forest Resources with Neighbors

(US$ millions)

Country Imports Exports
Kenya 9.6 2.9
Uganda 1.4 0.7
Zambia 0.2 0.4
Malawi 0.8 11
DRC’ 75.9 77.9
Mozambique 0.1 4.2
Total 88.0 87.2

* The Democratic Republic of Congo

Source: Calculated from Monitoring Data, 1995/1996.
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Table 4.5 Tanzania’s Aggregate and Trade Balance with Neighbors (US$ million)

Country ImportsExportsT otal Balance of Trade

Kenya 11.6 7.2 18.8 -4.4
Uganda 15 3.0 4.5 +1.5
Zambia 5.9 3.8 9.7 2.1
Malawi 4.3 1.4 5.7 -2.9
DRC 75.9 155.7 231.6 +79.8
Mozambique 2.3 4.5 6.8 +2.2
Total 101.5 175.6 277.1 +74.1

Source: Calculated From Monitoring Data, 1995/1996.

year 1995 between Tanzania and the neighboring coun-
COMPARING UNRECORDED AND tries shows that informal cross-border figures repre-
OFFICIAL TRADE FIGURES sented a substantial proportion of the total (both for-
mal and informal) trade between the partner countries.

In this section, we present Tanzania's official tradd ©" instance, ICBT constituted over 98 percent of

statistics for the period 1989 to 1995 and compare thefh@nZania’s trade with the Democratic Republic of
with the estimates of unrecorded. It isdent from C©Ngo, about 66 percent of the total trade with Malawi

Table 4.6 Tanzania’s Official Trade Statistics, 1989-1995 (US$ millions)

Year Export Import Total
1989 257 718 975
1990 416 1,021 1,437
1991 413 1,233 1,646
1992 472 1,512 1,984
1993 494 1,421 1,915
1994 550 1,438 1,988
1995 719 1,659 2,378
Average 435.9 1,286.0 1,760.4
Source: IMF, Direction of Trade Statistics Yearbook, 1996.

Table 4.6 that Tanzania’s trade has been increasingnd 41 percent of the total trade with Zambia over the
over the years. This increase can be attributed to thgeriod under review. However, the proportion of ICBT
trade and exchange rate liberalization the country haa the total trade between Tanzania and Kenya was
implemented in the last few years. In particular, rethe smallest and accounted for only 11 percent. Over-
forms are likely to have increased recorded trade bgll, ICBT formed about 58 percent of the total regional
removing barriers to formal trade. trade (Table 4.7). From a global perspective, ICBT

A comparison between informal trade figures forcomprised 12 percent of Tanzania’s official trade with
the year 1995/1996 and formal trade figures for théhe whole world.
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Table 4.7 Comparison of Formal and Informal Trade Statistics (US$ millions)

Country Formal Informal Total Infomal Trade as
1995 1995/1996 % of Total Trade
Kenya 161 18.8 179.8 10.5
Uganda 10 4.5 14.5 31.0
Zambia 14 9.7 23.7 40.9
Malawi 3 5.7 8.7 65.5
DRC 4 231.6 235.6 98.3
Mozambique 12 7.7 19.7 39.1
Total 204 278 482 57.7

mally shipped huge volumes of sugar to Tanzania in
1996. While in late 1995 and early 1996, despite
Kenya’s export ban on maize because of a projected
crop failure, Kenya's maize was being sold illegally to

The factors which were found to be the major deganda after grain stocks of the latter had been de-
terminants of unrecorded trade are briefly discussegleted by relief agencies serving displaced populations
below. in southern Sudan, Rwanda and Burundi (Ackello-

Ogutu and Echessah, 1997). Similarly, food grains
continued to flow into Kenya especially through

Many studies have explored the reasons why inforyamanga border point despite Tanzania’s export ban

mal trade is carried out. It has been pointed out tha}, 1996/1997 The East African7-13 April 1997; 4-
in general, the restrictive policies followed in many g November 1996).

countries create incentives for informal trade. Restric-

tions such as import tariffs, quotas, exchange con- N the case of Zambia, the under-development of
trol, state trading monopolies, and export restrictiond® agricultural sector can be viewed from the pre-
such as declaration of the foreign currencies and eitdependence era when the then policy discouraged

port licensing create incentives to beat the system. agricultural production in favor of the production of
mineral resources. Even then, the government policy

For example, in the case of Tanzania, markets fogf price intervention, food self-sufficiency, policy re-
agricultural produce and inputs were controlled by MOxr4int on crop diversification and consumption sub-
nopolistic parastatals. The control of all producer andjgies worked against the development of the sector.
consumer prices by the state prevented the signalinfhe effects of these policies are presently still being
of shortages and the generation of a supply responsgy; and manifest themselves in imports of huge

These signals had to be transmitted through the “pagmounts of food grains into Zambia, as this study has
allel economy,” outside the official system. The over-qyegled.

valuation of the exchange rate slowed agricultural
exports, reduced international competitiveness, and 1€ other cause of informal trading could be the
caused severe shortages of foreign exchange. uncoordinated and partial implementation of structural
adjustment programs. A case in point is the fertilizer
Restrictive trade policies slapped on some cOMg,de hetween Zambia and Malawi. It is reported that
modities may also influence unofficial trade. For in-the privatization of the fertilizer industry in Malawi
stance, despite export bans, Zambian traders infofaq to the diversion of subsidized fertilizer from

DETERMINANTS OF INFORMAL
TRADE

Trade and Economic Policies
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Malawi to Zambia (Minde and Nakhumwa, 1997). Thistransportation problems and the development of alter-
diversion was apparently only temporary because estivative marketing channels, particularly trade with the
mates of informal cross-border trade show that Zambiaearby neighboring countries (external markets), have
‘exported’ 17,000 metric tons of fertilizer valued at become attractive. For example, food grains produced
US $8 million to Malawi in 1995/1996 once privatization in Rukwa region in the south western region of Tan-
drove up prices in the latter countihe close inte- zania are informally exported to the neighboring coun-
gration of the rgional markets imply that policies on tries of Zambia, the Democratic Republic of Congo
subsidies and market reforms in one country, if noand Burundi because of high costs of road transpor-
harmonized with those of the neighboring countriestation to the distant inland and east coast centers ex-
can lead to undesirable consequences such as highmariencing food deficits. The same applies in the case
prices to intended target groups or conversion to alef trade of food commodities between Kenya and some
ternative low priority uses/users. parts of Tanzania around Arusha and Lake Victoria.
Thus, the problem of distance to the internal markets
for both products and inputs can enhance cross-bor-
Despite the similarities in the range of agricultural comder trade.
modities produced by the different countries in the re- . i .

Similar problems are experienced by agricultural

gion, staggering cropping seasonality and differences ) i
; . : Producers in the northern part of Mozambique whose
in comparative advantage and impact of weather create : X ) )
- ion i00r road infrastructure linkages with relatively food
vast opportunities for trade. Food crop production is ™~
. . éjeﬂment areas of the south of the country forces the
typically dependent on rainfall and both producer an _ ) )
. . Pnroducers to dispose of their produce in more lucra-
consumer prices vary widely between seasons and fron ) i N ,
: . .. tive market in Tanzania by exploiting the Indian Ocean
one country to another. The rainfall and soil conditions ) . ) )
. route. From a food security point of view therefore, it
also differ from one country to another. . . ) o i
is possible to have food inaccessibility (physical un-
Itis well known that the individual main staple foods availability and/or unaffordable prices) amidst sur-
are differently prone to drought. As production patterng|uses within the same country.
differ between countries and as the consumption pat- ) )
... Production and Consumption Structure
terns, for example of cereals, are more or less similar
in the region, many a time, cross-border trade increasdtshas been noted that despite the similarity in the range
during drought to mitigate the effects of productionof agricultural products produced in the region, there
shortfalls in the drought-stricken countries. are marked regional differences in the way climatic
factors impact on agricultural production. Even rela-
tive stabilities in the production of different commodi-
The pan-territorial pricing system, of cereals in particuties differ from one country to another. For example,
lar, and subsidized inputs promoted maize productiofanzania is a relatively stable rice producer while
and agricultural development in the southern highlandgjganda is a relatively stable millet/sorghum producer.
of Tanzania. Regions such as Rukwa and Ruvuma far awgydividual crops are also affected differently by
(over 1,000km) from the main internal market of Dar-weather conditions, and there may be negative cova-
es-Salaam, were therefore implicitly subsidized (transriances in fluctuations of individual crops. Millet/sor-
port subsidy). Hand in hand with long distances are thghum withstand harsher conditions than maize while
poor infrastructural linkages and scarcity of means ofassava and sweet potatoes thrive in drier areas of the
transport. region. These differences create opportunities for

e’grade.

Climate and Cropping Patterns

Infrastructure and Costs of Transport

Since the liberalization process was put in plac
agricultural producers in remote areas with respect to  Different crops also rank differently in different
major internal consumption centers have been faced wibuntries as major staple crops. In east Africa for ex-

ample, maize is by far the most important cereal crop. It
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is the main staple food in most parts of Kenya anaspecially in the case of maize. One therefore finds
Tanzania. In Uganda, however, maize has not bedvoth imports as well as exports of food grains: Malawi
widely adopted in the diet in most parts of the counimported 9,706 metric tons (US $2 million worth) of
try, although it is becoming more popular among thegrains from Mozambique in 1995/1996 and exported
urban population due to the high cosiaftokg(cook-  back 2,687 metric tons of the same commodities
ing banana), the main staple. worth US $0.3 million (Minde and Nakhumwa, 1997).

Comparative Advantage Trading patterns between Kenya and Uganda fol-

. . - low a pattern similar to that between Kenya and Tan-
Comparative advantage is another factor driving cross- " i )
. . zania. Kenya has a comparative advantage in manu-

border trade. The determinants of comparative advan- ) ) :
L facturing and agro-processing while Uganda and Tan-

tage are resource endowments, agro-climatic patterns, _ _ _
. . . zania have a relative comparative advantage in the pro-
distance to market outlets and the condition of infra= "~ " i )
. . . duction of food commodities such as maize, beans
structure. In most developing countries, social or eco-

. o ) . ... and fish. Similarly, the trading pattern between
nomic profitability deviates from private profitability . )

. . : Mozambique and her neighbors shows that

because of distortions in the factor and output mar- . _ .

. Lo Mozambique’s exports depend on primary commodi-

kets, external issues and government policy mterventt . h for industrial ds f h iah

tions that tend to distort relative prices. These distory ©> ' €xchange forindustrial goods from her neigh-

. . bors’ more advanced industrial sectors (Macamo,
tions encourage illegal trade. L o
1997). The same applies in the case of Malawi which
But if we have to broadly categorize traded com-as comparative advantage in value added processing
modities into two—agricultural and manufactured—thene|ative to Tanzania and Zambia.

regional trading partners can also be broadly classi-

fied as having a comparative advantage either in agri- I_t_'s’ .however, necess_ary t(_) makg an important
cultural production or in the production of (manufac_quallflcatlon to the foregoing discussion. There are

tured) value added goods. The direction and COmpoc_ases where countrles_export goods in which th_e_y do
" : not possess comparative advantage thus requiring a
sition of trade between Kenya and Tanzania conform =~ " , '
. . distinction between “comparative advantage in pro-

to the common belief that Kenya has a comparative =~ | - '
o . . : duction” and “competitive advantage.” South Africa

advantage in industrial manufacturing, but its peren- : )
. . . . for example is known to export maize to her northern
nial food shortages make it a net importer of agricul-

tural food commodities from her neighbors includingSADC partners, yet recent studies show that it is coun-

. . tr&es such as Mozambique and Zambia which have
Tanzania. In the case of trade between Tanzania arn . ; .
L comparative advantage in the production of that com-
Uganda, the absence of a clear distinction between™ ' . .
. . . . modity (Andre and van Zyl, 1998). Similar studies
the two countries’ comparative advantage in agricul- . i g
. . . __done in east Africa by Odhiambo et al (1996) showed
tural production or manufacturing probably explains i )
. : that although Kenya is a low cost producer of maize
why Uganda was the least important trading partner i )
with Tanzania compared to Uganda, cross-border trade flow in maize

is persistently in the direction of Kenya, usually tar-
Informal cross-border trade of food commoditiesgeting food deficit low lands in the western parts of
between Malawi and Mozambique could partly be exkenya. In these examples, South Africa and Uganda
plained by the poor marketing infrastructure on thexport maize despite their lower relative advantage in
part of Mozambique especially in storage and procesgroduction but do possess a marketing or competitive
ing. This trade is carried out because presently, Malavgdvantage deriving from the economicsstdrage,
has a comparative advantage in storage and processifgnsport and availability of a captive market.
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5. Informal Trade and Food Security in
Tanzania

sarily result in an improvement in food security un-
less individual consumers can be assured of access to
it. Hence, macro level food security implies that the
In this chapter, we explore the linkages between agrieountry is able to store or import enough food for its
cultural production, trade and food security. Centratitizens and make sure that consumers can have ac-
to the discussion are the consequences for productiogess to it when need arises.
cons.umpnon angl tr.a.de as well as implications fgr price Food insecurity is either chronic or transitory.
and income variability and the overall economic per- . . o . :
Chronic food insecurity involves a continuously in-

formance. But first, we look at food security concepts . . L
y P adequate diet caused by the persistent inability to ac-

followed by the discussion of determinants of trade. . : )
uire food by whatever means—producing, buying,

We then deal with trade in specific commodities ancﬂ . . . .

o . . artering, sharing, foraging, and so on. Transitory food
the implications of this trade to food security. . o o ,

insecurity is a temporary decline in a household’s ac-

In broad terms, food security is defined as “thecess to enough food, arising from instability of food
access by all people at all times to adequate food forgrices, food production, or household incomes. Poli-
healthy and productive life and where such access ises for reducing chronic food insecurity differ from
stable over the years.” The definition embraces threthose that aim at reducing transitory food insecurity.
major elements: first, the availability of food which is Policy options for reducing chronic food insecurity
a function of production, stockholding and trade (im-include increasing the food supply (through produc-
ports); second, access to fomyglhaving the purchas- tion, imports or improving market integration), subsi-
ing power to buy it from a market or the financial anddizing consumer prices and targeting income trans-
other resources to grow it; and third, stability of acfers. Policy options for reducing transitory food inse-
cess which means that variability in physical and fi- curity may include stabilizing supplies and prices and
nancial means of obtaining food does not expose cormssisting vulnerable groups directly. In any country,
sumers unduly to the risk of starvation. The fourththe food insecure comprises different subgroups and
element which can be added to the concept of foofbod security measures must be tailored to the needs
security is the physical well being of consumers ancnd circumstances of each group.

their ability to convert food nutrients to energy needed High on the agenda of food security matters are

for a healthy and productive life. Household avail- o

. . ) therefore the following: food supply to meet the grow-
ability of food requires that food be available at Iocalin demand of a arowing population. stability of food
or regional markets, which is determined by market g d g pop ’ y

. . . . supply, low food prices to make food affordable to
operations, infrastructure, and information flows.

e . more people, maintenance of the future production
Access to food by households and individuals is usu- beop P

i : capacity of agriculture (sustainability), protection of
ally conditioned by income: the poor commonly lack X . . -
the environment, provision of farmers with fair income
adequate means to secure access to food. L
and alleviation of rural poverty, and the development
Thus, food insecurity does not necessarily arisef the economy at large.
from inadequate food supplies, but from a lack of ac- .
d . -pp . . The large volume of informal cross-border trade
cess by households, individuals, communities, regions

. . .~ Shows that regional integration is already extensivel
or nations to food because of low incomes. This is at 9 9 y Y

. . practiced through informal trade and other unofficial
the micro-level. At the macro-level, merely increas-

ing the production or supblv of food will ot neces exchanges. The growth in informal trade across bor-
9 P PRl ders partly re-establishes the extensive trade of goods

UNDERLYING CONCEPTS
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and the migration of people that were a feature ofmany workers both in the public and private sectors.
economic and social life before colonization. The manyOur findings from the border areas indicate that most
benefits of greater economic integration are alreadgf those engaged in informal trade activities were those
visible in daily life through this informal exchange who had been retrenched and therefore lacked em-
that keeps prices down by increasing competitionployment in the formal sector. Informal trade can
supplies products across borders that would otherwigderefore be said to be acting as a source of employ-
be unavailable, provides opportunities for employmenment and income. The down side of ICBT is that it is
in neighboring countries and encourages entreprenewsiccommodating to illegal trade and trade of sub-stan-
ial activities. Informal trade also involves profiteer- dard or condemned goods which could endanger con-
ing made possible by official barriers and discrepansumers’ health. These negative aspects notwithstand-
cies in incentives among countries. Thus, informaing, ICBT plays a an important role in the welfare of
trade plays an important food security role of movinghe producers, consumers and the regional economies
food from surplus to deficit areas as well as providingat large. In the sub-section that follows, we illustrate
an income to those involved in such activities. this important role by highlighting informal trade of

ICBT contributes to food stability by improving selected agricultural commodities.

the supply through importation and increased produc-

tion through export. For consumers, ICBT offers grea‘NFORMAL TRADE OF SELECTED

opportunities to access goods in small and affordabl
packages. It therefore provides markets for producer%GRlCULTURAL COMMODITIES

and avails foodstuffs to consumers thus leading to in-
creased production through trade. However, the imMaize and Maize Flour

pact of this trade on price stability is not clear. With-|.¢5-mal maize trade between Tanzania and her neigh-
out trade, price variability is a function of domesticy,,.5 constitutes a small proportion of Tanzania’s na-
supply variability. Its amplitude is determined by elas+;q4 production and consumption requirement esti-
ticities of domestic supply and demand, increasing thg,ateq at about 2.3 million tons (1992/1993) and 2 mil-
greater the inelasticity of either or both. Policies, of;5, tons per annum, respectively (MDB, 1993). Tan-
course, could attempt to moderate price variability, oo can therefore be looked at as being self-suffi-
through storage, subsidies or price guarantees but fupjent jn maize, but sometimes localized shortages do
damentally market price variability is driven by the 5..;r even in normal production years due to distri-
domestic weather. butional problems. Also, given that most of Tanzania’s
With trade, the source of domestic price variabil-neighbors (for example Zambia, Kenya and Demo-
ity is the world price variability. The likely effect is cratic Republic of Congo) are food deficient, it is likely
that the amplitude of price variation in internationalthat the attractive commodity prices in those coun-
markets would be less than the variation in domestitiies spark off food commodity out-flows even if there
markets. Consumers thus experience access to a mayvere shortages in Tanzania. Therefore informal trade
diverse bundle of goods, paying lower prices forplays a major food security role of distributing food
importables as well as for home goods, while price$0 deficient neighboring countries and earning income
of exportables rise. Overall, the real incomes of conto the sellers.
sumers, and real cost of intermediate producers, be- | nii liberalization measures were put in place

come far less dependent on domestic supply shockg,ginning in the mid-1980s, the marketing of major
which, together with diversification in consumption, ¢4 grains (maize inclusive) was dominated by mo-
should make their incomes more stable and on thg,|istic parastatals (for example, the National Mill-
average, higher. ing Corporation, NMC, and the Regional Coopera-
The implementation of structural adjustment pro-tive Unions). This phenomenon encouraged the pro-
grams in regional countries led to the retrenchment gfuction of major crops in relatively isolated areas of
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the country. However, since the liberalization of mar-Through this point, 284 metric tons of maize valued
kets, there has been a shift in agricultural productiorat US $36,000 were imported during the period under
the crumbling of the official marketing institutions and review, as shown in Table 5.1. It is worth noting that
greater participation in maize trading by the privatemaize flour was also traded between Tanzania and her
sector.The liberalization of grain marketing has, neighbors with major trading partners being Kenya
among other things, tended to give advantage tand Uganda. About 187 metric tons of maize flour
food producing regions that areeaaplately linked valued at US $45,000 was exported to Kenya and
to major consumption centers. The food surplus rebJganda, while 25 metric tons of the same commaodity
gions which are isolated from the main internal marvalued at US $8,000 was imported from Kenya.
ket centers and the main transport routes are disad- - . o .
Seasonality in maize trade, like in other agricul-

vantaged. Alternative marketing channels (cross-bor,[-ural commodities, is mainly influenced by produc-

der trade) have become attractive, providing agrlcuI'Eion patterns. Traders buy the agricultural produce at

Fural marl.<ets for Tanzania’s producers thereby ea”}iarvest time around July when farmers are in dire need
ing them income.

Table 5.1 Quantity (mt) and Value (US$ thousands) of ICBT in Maize by Site,

1995/1996
Export Import

Site Quanity Value Quanity Value
Namanga 2,577 411 -- --
Tanga 41 8 -- --
Horohoro 44 10 -- --
Tarakea 876 114 - -
Holili 486 61 - -
Mwanza 851 102 - -
Sirari 1,041 139 - -
Kyela 9 1 284 36
Tunduma 6,607 1,257 -- --
Kigoma 6,031 920 -- --
Mutukula 123 22 -- --
Total 18,686 3,046 284 36

Of the food staplésinformally traded between of money and when producer prices are very low.
Tanzania and the neighboring countries, maize waSome larger traders were said to be involved in price
ranked highest in physical terms and was only seconspeculation by buying large quantities of the produce
to beans in value terms. Over 18,000 metric tons cdit harvest time and gradually exporting the produce
maize valued at US $3 million was informally exportedwhen export prices begin to go up. It can be observed
from Tanzania to the neighboring countries. The thredom Table 5.2 that export prices (cross-border sell-
most important sites for maize trade were Tunduming prices) for maize were lowest in August and high-
(Zambia), Kigoma (Democratic Republic of Congo)est around May, while import prices (cross-border
and Namanga (Kenya). The only maize imports cambuying) were lowest in June and highest in Decem-
from Malawi through the crossing point of Kyela. ber. Maize import prices remained below the export

prices for most of the year. Graphical representation
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Table 5.2 Monthly Quantity (mt) and Average Price of Maize Traded, 1995/1996

Month Quantity
January 1,744
February 1,885
March 3,236
April 859
May 293
June 560
July 996
August 3,697
September 1,427
October 1,415
November 1,152
December 1,423
Total 18,687

* Average Price

Source: Monitoring Data Results, 1995/1996

Export

Price
(Tshs/kg)

99.1
98.4
112.8
99.1
128.3
89.8
88.7
70.8
78.5
91.0
76.7
76.6

92.5

Import
Quantity Price
(Tshs/kg)
37 72.0
4 72.0
6 79.3
16 72.0
22 72.0
17 52.0
5 72.0
70 72.0
40 72.0
25 72.0
22 72.0
19 72.0
284 70.9°
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of quantity fluctuations for maize exports are showrpublic of Congo, Uganda and Zambia, while only 344
in Figure 5.1. Both import and export prices are exmetric tons valued at US $198,000 were imported
clusive of transfer and storage charges. These pricesainly from Malawi and Kenya (Table 5.3).

are the averages per month for all the monitored sites. . . _
) o ) ) ) " The production patterns for rice are similar to
Site specific average prices are given in the append%1 . L
. g ose of maize and closely follow climatic changes,
for all the major informally traded commodities. . .
therefore trade seasonality and trade determinants
Rice conform to that of maize. Under normal circum-

. . __stances, the seasonality pattern of rice is such that
Informal trade of rice also forms a small proportion

of national rice production which in the 1992/1993P"1¢€S peak around March/Apahd are I.owest ar.ound
August/September. The average prices gbonts

Table 5.3 Quantity and Value of ICBT in Rice by Site, 1995/1996

Export Import
Site Quantity Value Quantity Value
(mt) (thousands) (mt) (thousands)
Namanga 241 102
Tanga 13 7
Horohoro 48 28
Tarakea - -
Holili 48 19
Mwanza 276 150
Sirari 244 3 19 11
Kyela 7 2 323 186
Tunduma 1,013 542
Kigoma 6,867 3,359 - -
Mutukula 1,137 560 2 1
Total 9,895 4,771 344 198
Source: Monitoring Data Results, 1995/1996.

production year was estimated at between 400,00@nded to be higher than those of exports with the
and 560,000 metric tons (equivalent to 600,000 tdormer averaging Tshs 342 per kilogram and the latter
700,000 tons of paddy rice). The national rice con-Tshs 295 per kilogram (Table 5.4). The import/export
sumption requirement was estimated at 450,000 tonwices have to be cautiously interpreted since rice is
per annum. It is thus apparent that national requiresnly imported through the cross-border points of Sirari
ments can only be met in normal production yearsnd Kyela and the monitored sites are far apart. It is
when weather conditions are optimal. The bulk of theonly in May that the export price almost equaled the
informal trade comprised exports and were destinednport price. On the other hand, export quantities re-
for all the neighboring countries. mained above the import quantities during the whole
g year. This trend is consistent with the observed prices.
Graphical representation of trade seasonality in rice is
given in Figure 5.2.

About 1 million metric tons of rice valued at U
$4.8 million were exported mainly to Democratic Re-
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Table 5.4 Monthly Quantity and Average Price of Rice Traded, 1995/1996

Export Import
Month Quantity Price Quantity Price
(mt) (Tshs/Kg) (mt) (Tshs/Kg)

January 1,333 315 19 360
February 762 318 16 358
March 419 314 4 350
April 741 294 1 180
May 285 301 2 342
June 640 290 14 352
July 476 280 8 360
August 2,216 262 75 334
September 396 266 105 347
October 598 277 42 345
November 722 265 20 344
December 1,307 310 37 344
Total 9,895 291" 343 335"

* Average Price

Source: Monitorin

g Data Results, 1995/1996.
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Wheat Flour 5,000 metric tons of wheat flour whose value was

Tanzania’s wheat production falls short of its domes-eStImatecj atover US $3.3 million was exported mainly

tic demand and the country is still dependent on Wheat19 Democra.ltlc Republic of Cpngo, Zambia and
) ) . Uganda, while over 1,200 metric tons of wheat flour
imports in order to satisfy the local market. Nearly 50

percent of the wheat is produced in Hanang Districflalued at US $0.6 million were imported principally

of Arusha region. The local wheat production duringfrom Kenya (Table 5.5).

1992/1993 was estimated at 70,000 to 80,000 metric The quantity of wheat flour exports was highest
tons while the domestic consumption requirement wal) August while that of imports was highest around
estimated at 114,000 metric tons per annum (MDBSeptember. Fluctuations in prices were not marked
1993). Despite the shortfalls in wheat production(Table 5.6 and Figure 5.3).

Table 5.5 Quantity and Value of ICBT in Wheat Flour by Site, 1995/1996

Export Import
Site Quantity Value Quantity Value
(mt) (US$ thousands) (mt) (US$ thousands)
Namanga 11 8
Tanga - - 37 22
Horohoro 42 27
Tarakea 12 5
Holili 33 14
Mwanza
Sirari 1,073 565
Kyela 2 1 4 3
Tunduma 407 227 --- ---
Kigoma 4,402 2,942
Mutukula 190 132
Total 5,001 3,302 1,212 644
Source: Monitoring Data Results, 1995/1996.

33



Table 5.6 Monthly Quantity and Average Price of Wheat Flour Traded, 1995/1996

Export Import
Month Quantity Price Quantity Price
(mt) (Tshs/kg) (mt) (Tshs/kg)

January 318 359 111 317
February 224 277 201 300
March 580 330 163 333
April 190 333 80 299
May 102 373 110 311
June 236 382 127 301
July 263 385 85 306
August 1,755 323 51 263
September 249 344 56 257
October 491 334 115 268
November 328 357 44 281
December 265 365 70 285
Total 5,001 347 1,213 293

* Average Price

Source: Monitoring Data Results, 1995/1996.

Fig. 5.3 Quantity of W heat Traded by Month
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Sugar Cross-border trade of sugar was quite vibrant es-
1pecially along the borders with Malawi and Zambia.

Sugar marketing was previously the responsibility oAb t 13.300 metric t ; lued at US $9.4
the Sugar Development Corporation (SUDECO) from .o.u ’ .me fictons of sugar v.a ueda i '

., million were imported from Zambia, Malawi and
1977 up to 1991 when the corporation’s monopoly

. . . ._“Kenya. However, Tanzania also informally exported
ceased following market liberalization in Tanzania. y y exp

. . about 2,400 metric tons valued at US $1.8 million
Private traders can now also import sugar from out-

side, principally, Thailand. The Southern Highlands,ma:jmg to tge l?rergloc;a';c Rsepubllc of Congo, tKenya
which include Iringa and Mbeya, are mainly suppliedan ganda (Table 5.7). ome su'gar exports Wgre,
with sugar from Zambia and Malawi while Mwanza however, also made to Zambia during the same time

. . aoossibly due to the fact that Malawi was enforcing
and Mara regions get some of their sugar from Kenyd. " o ] i
strict restrictions on agricultural commodity exports
The main problems in Tanzania’s sugar industryalong the Zambia/Malawi border.
include under capacity utilization, high input costs and h ity of inf v i ted
operational problems which have led to low delivery € quantity ot sugar informally imported was

. L ?rratic but fluctuations in quantity exported were mod-
of cane to the factories resulting in decreased outpul. ) i
rate and not showing obvious seasonal trends. There

There are also sugar distributional problems emanat: ) i )
ere no pronounced fluctuations in average prices ob-

ing from inadequate and unreliable transport as welf’ ) ) )

. - . served, although export price was above import price

as inadequate storage facilities which are poorly )
located throughout the year (Table 5.8 and Figure 5.4). Most

' of the sugar trade could be described as contraband;
Malawi, for example, had export restrictions on it at

the time of our field survey.

Table 5.7 Quantity and Value of ICBT in Sugar by Site, 1995/1996

Export Import
Site Quantity Value Quantity Value
(mt) (US$ thousands) (mt) (US$ thousands)
Namanga 416 263 10 6
Tanga 14 11 50 38
Horohoro - - 14 12
Tarakea --- 210 150
Holili 36 24 22 14
Mwanza
Sirari 272 199 908 716
Kyela 5,048 2,995
Tunduma 77 53 6,995 5,545
Kigoma 1,189 861 - -
Mutukula 427 387
Total 2,431 1,798 13,257 9,476
Source: Monitoring Data Results, 1995/1996.
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Table 5.8 Monthly Quantity and Average Price of Sugar Traded, 1995/1996

Month

January
February
March
April

May

June

July
August
September
October
November
December

Total

* Average Price

Export
Quantity
(mt)

478
221
204
54
49
98
321
36
155
199
208
408

2,431

Price
(Tshs/Kg)

467
465
445
428
419
416
417
432
371
411
420
425

426

Source: Monitoring Data Results, 1995/1996.

Import

Quantity
(mt)

415
1,163
797
743
474
308
619
2,169
2,398
1,626
1,899
645

13,256

Price

(Tshs/Kg)

386
404
390
366
371
374
364
366
366
345
363
374

372

Fig. 5.4 Quantity of Sugar Traded by Month
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Pulses importers of beans (and other pulses) from Tanzania

. Lo were the Democratic Republic of Congo, Kenya and
Beans were the most important commodity in the cat- . i o 2
mbia, while Tanzania imported small quantities of

egory of pulses. The importance of beans in recen%a ) ) .
L . . _the same commodity frodozambiqué Malawi and

years stems from the continuing increases in the prices .

. . ._,.Uganda, as shown in Table 5.9.

of other major protein sources namely beef and fish:

The major producing areas for beans in Tanzania are Estimates of the Marketing Development Bureau

Kagera, Shinyanga, Iringa, Kigoma, Mbeya, ArushaMDB) indicate that production of pulses during 1992/

and Kilimanjaro. The production is meant for homel1993 was 507,000 tons. Cross-border trade of beans

consumption but is increasingly becoming a majotherefore constitutes less than 1.6 percent of the

income earner. country’s total production of pulses. However, infor-

. mal trade of beans should not just be looked at in terms
Tanzania informally exported beans to all her

neighbors and, during the period under review, abou?f this proportionality but rather in terms of the role it

8.000 metric tons of beans valued at US $4 miIIionDIayS in the importing countries. Beans were exported

o . to the neighboring countries in exchange for value-
were exported compared with imports amounting to dded bl q h det ¢
only 9 metric tons valued at US $3,000. The majora N consuma € gog S Suc as. etergents, sugar,

beer and cooking fats, just to mention a few.

Table 5.9 Quantity (mt) and Value (US$ thousands) of ICBT in Beans by Site,

1995/1996
Export Import
Site Quantity Value Quantity Value
(mt) (US$ thousands) (mt) (US$ thousands)

Namanga 1,901 669
Tanga 24 11
Horohoro 14 9 - —
Tarakea 75 15 —
Holili 122 35
Mwanza
Sirari 6 2
Kyela 327 117 7 2
Tunduma 1,108 1,155 -
Kigoma 4,376 2,008 - -
Mutukula 24 8 2 1
Total 7,977 4,030 9 3

Source: Monitoring Data Results, 1995/1996.
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The production pattern for beans follows that ofexported was in August when 1,600 metric tons were
other cereals particularly maize, and trade seasonaligxported. The average export price was Tshs 209 per
is thus consistent with that pattern. Larger export volkilogram, while the average import price was Tshs
umes naturally do occur after the harvesting seasolB4 per kilogram. The average export price was low-
which lasts from May to July. The highest quantityest during the May to June period (Table 5.10). Fig-

ure 5.5 shows the trade seasonality in beans.

Table 5.10 Monthly Quantity (mt) and Average Price of Beans Traded, 1995/1996

Export
Months Quantity Price Quantity Price
(Tshs/kg) (Tshs/kg)

January 833 241 2 400
February 452 268 - --
March 862 274 --
April 186 219 --
May 251 166 --
June 434 162 1 130
July 748 205 -
August 1,639 220 1 153
September 399 195 2 165
October 726 183 -- 130
November 454 202 --
December 993 170 2 130
Total 7,977 209 8 184

* Average Price

Source: Monitoring Data Results, 1995/1996.

Fig 5.5. Beans Exports by M onth
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Root Crops quantity and value of root crops traded by site be-

Another important set of crops grown in Tanzania aréween Tanzania and her neighboring countries.

the root crops, also known generally as tubers. The Root crops are drought-resistant and are the
important ones in this category are cassava, swestaples in the drier regions, but act as important food
potatoes and Irish potatoes. Over 5,400 metric tonslternatives in wetter areas during crop failure due to
of these commodities valued at over US $1.5 milliortransitory droughtMost of these crops are harvested

were informally exported to the neighboring coun-throughout the year and therefore fluctuations in trade are

Table 5.11 Annual Quantity and Value of ICBT in Root Crops by Site

Export Import
Site Quantity Value Quantity Value
(mt) (US$ thousands) (mt) (US$ thousands)
Namanga - - 1 2
Tanga 55 18 2 0.01
Horohoro 20 4 -
Tarakea -
Holili -
Mwanza --- --- -
Sirari 9 2 75 22
Kyela 342 51 6 1
Tunduma 576 66 2 0.2
Kigoma 4,403 1,391 --
Mutukula 2 --- 1 0.2
Total 5,406 1,532 87 25.4
Source: Monitoring Data Results, 1995/1996.

tries, while only 87 metric tons, valued at US $25usually expected to be moderate. The export peak ob-
thousand, were imported. The major importers oferved in August is due to factors such as the prevail-
Tanzania’s root crops were the Democratic Republiéng demand situation in the importing countries rather

of Congo, Zambia and Malawi. Table 5.11 shows théhan seasonality in production.
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Table 5.12 Monthly Quantity and Average Price of Root Crops Traded, 1995/1996

Month

January
February
March
April

May

June

July
August
September
October
November
December

Total

* Average Price

Quantity

Export
Price

(Tshs/kg) (mt)

77
363
390
122
217
108
184

2,671
248
141
218
668

5,407

108
137
103
72
109
70
65
161
101
99
357
210

133"

Source: Monitoring Data Results, 1995/1996.

Import
Quantity Price
(Tshs/kg) (mt)

1 150
2 1,556
2 300
3 133
--- 150
2 150
3 144
8 133
13 446
35 278
9 281
10 160
88 323

Quantity (mt)

Fig. 5.6 Exports of Root Crops by Month
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Millet proximately 32 metric tons of millet valued at US

$3,000 were informally exported to Kenya (Table

Bulrush and finger millet are drought-resistant crops ' i i
. . . 5.13). Although drought resistant, its production pat-
which act as important foodstuffs in drylands. Tanza="""/"" " .
. . . .. __ternis similar to that of other cereals already discussed
nia was found to be a net importer of millet originat-

ing from Zambia. Other sources were Uganda angnd the trend in seemed to follow this production pat-

Malawi. About 400 metric tons of millet whose value tern. The trade seasonality is depicted in Table 5.14

was estimated at US $105,000 were imported. Ap‘—BanI Figure 5.7.

Table 5.13 Quantity and Value of ICBT in Millet by Site, 1995/1996

Export Import
Site Quantity Value Quantity Value
(mt) (US$ thousand) (mt) (US$ thousand)
Namanga
Tanga
Horohoro
Tarakea - -
Holili
Mwanza 14 0.6
Sirari 15 2
Kyela 3 0.3 6 1
Tunduma 381 102
Kigoma
Mutukula 9 2
Total 32 3 396 105
Source: Monitoring Data Results, 1995/1996.
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Table 5.14 Monthly Quantity and Average Price of Millet Traded, 1995/1996

Export Import
Month Quantity Price Quantity Price
(mt) (Tshs/Kg) (mt) (Tshs/Kg)
January 0.4 160 28 184
February --- -- 21 203
March 25 178
April 1.3 160 13 177
May 16 135
June --- --- 15 130
July 14.4 100 35 130
August 15 130 62 141
September 13.9 58 134
October 0.4 160 48 135
November 46 145
December --- 29 140
Total 32 142 396 153

* Average Price

Source: Monitoring Data Results, 1995/1996.

Fig. 5.7 Quantity of Millet Traded by Month
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Fish and the form of fish traded (Table 5.16). Figure 5.8

Fish was one of the major commodities traded infor-ShOWS the seasonality in fish trade.

mally along the borders of Tanzania. Although the  Fish is the main source of proteins for lake region
movement was in both directions, exports were theommunities, and fishing activities constitute a major
most predominant. About 54,000 metric tons of dif-economic activity around those areas judging by the

Table 5.15 Quantity and Value of Fish Traded by Site, 1995/1996

Export Import
Site Quantity Value Quantity Value
(mt) (US$ thousands) (mt) (US$ thousands)
Namanga -- --
Tanga 2 2 -- --
Horohoro 4 2 -- --
Tarakea --- --- -- --
Holili -- --
Mwanza 1,404 839 -- --
Sirari 38 65 - -
Kyela 20 51 73 190
Tunduma 45 115 -- --
Kigoma 53,090 66,195 -- --
Mutukula 5 2 -- --
Total 54,608 67,271 73 190
Source: Monitoring Data Results, 1995/1996.

ferent fish species whose value was estimated at Usheer number of people involved in the business. Al-
$67 million were exported to neighboring countries,though the fishing industry around Lakes Victoria and
whereas only 73 metric tons valued at US $190,000anganyika generate billions of shillings annually
were imported informally into Tanzania. Imports camethrough exports to the international market, the ben-
from both Malawi (Table 5.15) and Mozambique efits do not seem to trickle down to the grass-roots
(Macamo, 1997). level. With the advent of trade liberalization, fish trad-

The bulk of fish exports went through the portsing has become highly concentrated and vertically in-
of Mwanza and Kigoma on Lakes Victoria andtegrated with processors having their agents around
Tanganyika, respectively. Other border points registhe landing beaches. Poor capital base and a lack of a
tered low or no trade at all. Fishing occurs throughwell-structured cooperative movement, hinder the lo-
out the year and trade in this commodity is expectedal small fishermen from adopting modern fishing
to have minimal fluctuations in both quantity and price.techniques and installing cold storage facilities, which
The average price ranged between Tshs 500 and Tséstail expensive investment and maintenance costs.
1,000 per kilogram depending on the type (species)
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Table 5.16 Monthly Quantity and Average Price of Fish Traded, 1995/1996

Export Import
Months Quantity Price Quantity Price
(mt) (Tshs/Kg) (mt) (Tshs/Kg)

January 3,209 777 11 1,500
February 6,486 586 1 1,500
March 2,588 758 1 567
April 2,957 817 1 1,450
May 1,941 702

June 2,043 675 1 1,500
July 2,879 733

August 18,904 692 21 1,450
September 4,776 944 15 1,500
October 2,018 923 6 1,500
November 4,738 856 6 1,500
December 2,068 639 10 1,500
Total 54,607 759 73 1,397

* Average Price

Source: Monitoring Data Results, 1995/1996.

Fig.5.8 Fish Exports by Month
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Many vital questions about the viability of the in- gion to the European Union markets; the matter had
dustry remain unresolved. High on the list of concernsot been effectively and amicably concluded at the
is the prevalence of the water weed, hyacinth, (espeine of publication of this report.

C||a!ly n L;':E Vltt:rt]orlzaz W,h'Ch 'S In(')tt ?nly f?i:] mIUIE', Although the processors make the most out of
plying and thus threatening explortation ot € 1ake S, o figp industry, they too contend with the salient but

resources but could also lead to depletion of fish spe6y no means simple issues as do the local fishermen.

cies. Other factors which hinder the prosperity of th%espite the myriad of problems plaguing the fish in-

industry are poor road and telecommunication InfraZjustry, fishing activities constitute an important oc-

structures, frequent power shortages, high cost Ocfupation for the community living around lake shores

standby generators, inadequate supply of water bé(nd need protection from the exploitative activities of

local government authorities and high cost of tele'the processors. What is required then is to put in place

phone services. Delays in import/export document?ﬁ)olicies that will make cross-border trade less risky

tion and high taxes are other disincentives that require 4 il capital to the small fishermen since these

attention by policy makers. The problems extend t%ppeared to be the major constraining factors. Possi-

overseas consumer countries most of which still Praiities | Lo . )
. . g ilities include eliminating taxes/duties on fish exports
tice market protectionism, not by tariff measures but

" R ) as they are too high for the ordinary traders to afford.
under the guise of product contamination. For instanc

%\s a famous American economist said when refer-

early 1997, an outbreak of cholera in the great lakes . N .
fing to incentives: If you want less of something, tax

region triggered off a ban of fish exports from the re=i s you want more, subsidize it.
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6. Summary, Conclusions and Policy
Implications

Informal cross-border trade activities between Tan-
zania and the neighboring countries involved an exchange
of large volumes of both agricultural and non-agricul-
This study reveals that cross-border trading alongural commodities. The country’s exports mainly com-
Tanzania’s border is dominated by male adults residsrised agricultural commodities, whereas the majority
ing mainly in border towns. These traders were typiof her imports derived from value-added services from
cally small in their operations, dealt in small quanti-neighboring countries’ industrial sectors, or re-exports
ties of a variety of commodities as a risk managemerftom a third country.
strategy, and showed little specialization in the mar- . . . .

. . . The main agricultural exports were unmilled maize,
keting functions they performed. Since many of theb . ) .
. ) eans, rice, wheat flour and also fish which was placed
traders operated informally and had no tangible as- . . . .
. .In this broad category. The main agricultural import was
sets, they were generally unable to access financial . I
o sugar. Most of the agricultural commodities were both
facilities from the formal sector. . .,
exported and imported, largely due to Tanzania’s large

The majority of the traders relied on hired trans-size, coupled with poor transport and distribution net-
port and storage facilities, but occasionally organizeavorks. Producers therefore sold their commodities to
themselves to share the costs of a rented truck. Due tilose markets (foreign ones) that afforded them higher
the nature of the informal cross-border trade, longreturns, while consumers sourced their supplies from
term storage was hardly needed and the storage thatrkets (also foreign ones) that offered relatively low
was undertaken ordinarily occurred at sites clos@rices. The Democratic Republic of Congo (DRC) and
enough to informal trade routes. Bulky loads wereKkenya were the leading importers of agricultural com-
broken down into smaller units not just to facilitate modities from Tanzania.
safe carriage across the border but also to minimize _— . -

. . . . The major informal industrial imports were new tex-
risks in case of confiscation by security personnel an?IIe

L . s, toiletries, cooking fats and margarine. Petroleum
customs authorities. Surveillance by the latter was . . .
. o . . . products constituted 67 percent of Tanzania’s total in-
found to be ineffective in deterring tax evasion by in-

._dustrial exports. The bulk of these products were des-
formal traders, partly because most of the countrie

. . tslned for landlocked DRC and Uganda. The major trad-
did not have the necessary resources and infrastruc- . o .
. . Ing partners with Tanzania in industrial manufactures

ture needed to monitor thaformal passages, and . o
._were the DRC and Kenya. The main industrial import
partly because there was an apparent lack of im- . _
. L rom the DRC was new textiles, constituting 87 percent

partial motivation to pursue tax offenders.

of total industrial imports, while the main imports from
Generally, there was no systematic informationkenya were cooking fats and toiletries.
dissemination, but instead, trade practitioners relied

Zz(ljn:ﬁ;?irj;r;i?jr;lruanr:gzzgg:vatggjtr:]h;mse;\;egors for both agricultural and non-agricultural commodi-
' y ﬁes amounted to US $277.1 million during the 1995/

cash basis with the foreign exchange requirement 996 period, with overall trade balance equaling US

being met from well-established parallel markets. It$74.1 million in favor of Tanzania. The total value of

is worth noting, however, that convertible currencies . . .
. . . _Informal imports in the same period was US $101.5
played a minor role in cross-border trade transactions ., . . - .
o . million, while exports totaled US $175.6 million. With
because one of the local currencies invariably predomi- I . .
. reference to specific countries, Tanzania’s informal

nated as a medium of exchange.

SUMMARY AND CONCLUSIONS

Tanzania’'s overall informal trade with all her neigh-
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cross-border trade balance was positive with respect taution of goods cumbersome and costly. Transport costs
Uganda, the DRC and Mozambique, and was negative witb and from the main internal markets are invariably
respect to Kenya, Zambia and Malawi. higher relative to foreign neighboring areas. Producers
and consumers therefore sell to and source their tradables

According to the IMF’s Direction of Trade Year- i i
from cross-border markets, respectively. Due to this

book (1996), Tanzania's annual official trade (both,

exports and imports) for the year 1995 was US $2’37§1terdependance, banning of food exports because of

million which was significantly higher than informal !oroduction shortfalls and preve_nti_ng normal bqrdertrad—
cross-border trade for the year 1995/1996. In othed ¢an _have_adve_rse economic |m_pacts particularly on
words, ICBT was about 12 percent of the official trade.powl"’ltIons living in the border regions. Eurther analy-
During the same period (1995), Tanzania’s officialses need to be done to explore the social costs of ex-

regional trade (trade with her neighbors) amounted t8ort bans and whether or not such actions achieve their

US $204 million which by comparison was about 73de3|red objectives.

percent of ICBT. Alternatively, ICBT was 136 per-
cent of the official regional trade for the year 1995/
1996. Overall, ICBT formed 58 percent of the total
(both official and unofficial) regional trade.

POLICY IMPLICATIONS

) ) Cross-border trade, especially in agricultural food com-
The determinants of the informal cross-border e
, . L ._._modities, is wide spread but largely unrecorded. These
trade of agricultural goods included variations in rain- o .

g . ) trade activities may be legal on one side of the border
fall and climate, past and present policies, distances

) i utillegal on the other. However, this form of trade plays
to factor and commodity markets, and infrastructure,

For the industrial ds. although the f ¢ an important food security role of moving foodstuffs
or the industrial goods, afthoug € forces of subg surplus to deficit areas. Informal cross-border

pI'y ahd demand played their traditional price and OIISfrade thus stabilizes food availability by improving the
tribution roles, the need to balance trade of food and

supply through importation and increased production
industrial goods also played a critical role, with barte PRY g P P

i ) rthrough export. It provides employment and hence in-
exchange between these two categories being noted . .
¢ome as most of the informal traders are not gainfully

at some of the borders. Bye and large, trade flows . -~
. ) employed in the formal sector where opportunities con-

conformed to the underlying comparative as well as.

" ) inue to dwindle. Informal cross-border trade also
competitive advantages of the trading partners. . . .
complements formal trade in the agricultural marketing

The findings of this study confirm that the coun-system and enhances efficiency in marketing by com-
tries in the region are complementarity in terms of ecopeting with official trade.
normc mterest_ and trade_ exchange. For example, _Tan— The existence of unrecorded trade on a significant
zania has a high potential for export growth, particu-

. . , scale may have important fiscal implications. For ex-
larly in the supply of food crops to neighboring coun-
) _gmple, government budgets may be adversely affected
tries such as Kenya because the country has a wi

S slence most developing countries derive their revenue
range of agro-climatic zones and the land resource 5 . . .
: i . rom taxes, part of which comes from international trade.
not yet a major constraint to production. Kenya o : . . .
) ) ) . he biased national accounts which arise because of the
the other hand is relatively more industrialized and . L
) . exclusion of unrecorded trade could easily mislead plan-
could therefore put more emphasis on the regional . . .
ners particularly with respect to resource allocation and
market for manufactured products. . . . "
thrust of international relations and trade policies. One
This study has also shown that most of the agriarea of concern in this regard has been the governments’
cultural commodities were being imported and expenchant for import/export bans and reluctance to lib-
ported at the same time but at different border pointsralize cross-border trade, especially at times of do-
This was a reflection of the country’s extensive bordemestic shortfalls in production. Policy makers have con-

and the poor infrastructure which makes internal distrisistently reneged on their regional commitments to trade
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liberalization thereby opening avenues for cross-borin cases where price and other policy distortions do not
der smuggling and rent seeking practices by public offiexist, large proportions of non-tradable production still
cials who control international trade activities. exists due to high transactions costs. Lowering of these

Perceived loss of revenue has in the past proved f:oosts through investment in improved transportation and

be a serious stumbling block in the implementation 01storage infrastructure and marketing facilities may be

S . o as important in lowering food prices to consumers as
policies aimed at cross-border trade liberalization. There P 9 P

are fears, at least in the minds of the region’s |ooliti(:allrlcreaSIng agricultural productivity. The unrecorded

. . trade statistics presented in this report do emphasize
leadership, that more open borders may occasion undue o
. the point that although cross-border trade is highly vola-
loss in tax revenue. But such fears relate more to short

. . . . . tile, it nonetheless conforms to the theory of compara-
term cash flows while mistakenly discounting the effi- " .
. . . . . t|ve advantage. But the poor state of infrastructure, par-
ciency and economic benefits that open international

trade offers. There are also fears that more open bo'[r'-CUIarIy the poor road networks in Tanzania, hampers

ders could encourage trade of contraband and violatior‘f’srOOILlcerS opportunities to expand and diversify their

of phytosanitary requirements. Although these are valiff roduction by exploiting the neighboring countries’ ex-

concerns, it is contended that regional policy harmoniPO"t markets. Although the required investments on

. . . fafrastructural development are admittedly colossal,
zation of standards and regulations for transit cargo cou ! kehold ited duri fth
obviate the need for many of the curradthocand uni- stakeholders consufed during our survey were ot the

lateral rules imposed by individual countries. Such rulegtrong opinion that Tanzania ought to explore more vig-

are rarely enforcable beyond the borders of the countrorOUSIy’ the alternative strategies that target infrastruc-

. . . I}l/,ll’e as a means of exploiting the existing comparative
imposing them, yet they are intended to regulate trade ) i )

o advantages, particularly in the area of food production
flows to those destinations. For example, a Kenyan ban

. . and export. The current food self-sufficiency strategies,
on the export of maize is meaningless unless the au-

thorities in Tanzania and Uganda cooperate. Similarly\{vhICh are also the pillars of food security in the neigh-

phytosanitary requirements imposed by Zambia to curB.Orlng countries such as Kenya and Uganda, are short-

the spread of grain borers associated with imports o‘cf'ghted and must be seriously reassessed in a regional

grains from Tanzania are only enforcable if the Iatterr ather than domestic context.

country collaborates in the inspection procedures. Finally, the results of this study have demonstrated

. . that, given the right incentives, the private sector can
The prevalence of unrecorded trade in the reglon,I inificant role | g food f
even when most of the countries have undertaken tradecy & VETY stgnificant fole in moving 1oo _rom pro-
) " . .. ducers to consumers (even to drought-stricken lands
reforms, points to a lack of political will and commit- A " )
and areas of civil strife), the political boundaries and

ment to a favorable macroeconomic environment con-

. . . bureaucratic constraints notwithstanding. The mistrust
ducive to free intra-regional trade. Formal cross-bor-

der trading is still constrained by high tariffs and non-'[hat appears to exist between policy makers (govern-

. ) ment) and the private sector practitioners, as well as
tariff barriers, such as long and cumbersome docu-

mentation procedures, instability of the foreign eX_the hindrances to trade that are persistently imposed

change rates, harassment of the traders by the agerqysthe latter, sometimes gives the impression that these

. . . . It(wo parties have self-neutralizing views regarding
of economic police, high transportation costs and lac ) ) )
. . . g economic development and social welfare. The view
of working capital and credit facilities. These bottle-

necks have to be reduced, and, if possible, completeﬁ/domed here, and which we urge regional governments

. . . to consider seriously, is that the private sector should
removed, in order for the regional markets to integrate ) . )
- be enabled through conducive macroeconomic environ-
and operate more efficiently. . . .

ment and predictable policy regimes to play a more ac-

Besides the above mentioned issues relating to tradgre role of intra-regional trading and income genera-
liberalization and policy harmonization, there aretion. The goals of national food security are indeed not
infrastructural and marketing challenges to increasingqcompatime with this notion, even when there are

regional trade and assuring a food secure region. EveRreats of domestic market failure arising from natural
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disasters such as droughts. Strong governments aal ingredients that the region’s entrepreneurs need

well as consistency and predicability of policy are criti-so desperately in order to function efficiently and
for the food insecurity problem to be eradicted
comprehensively.
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Notes

Details can be found in Ackello-Ogutu, “Method- 7
ologies for Estimating Informal Cross-Border
Trade in Eastern and Southern Africa”, SD Publi-
cation Series, Office of Sustainable DevelopmenB
Bureau for Africa, USAID, 1995.

9

Other refers to the monitoring of the movement
of agricultural commodities at the borders; ad-
ministrative duties; facilitating government policy

of trade liberalization; providing relevant informa- 10
tion on quality, demand and supply situations; and
issuance of permits, health and quality control. 1

These are customs officials and security personnei.2

Other measures likely to have positive impact on
cross-border trading include further decentrali-
zation of import/export licensing, shortening the
bureaucratic procedures as well as easing the
conditions for the issuance of licenses, an end to
the harassment of traders, rationalization of trade
polices, facilitation of currency convertibility and 1
informal trade formalization.

4

Official trade figures were sourced from IMF,

Direction of Trade Statistics Yearbook, 1996. 15

Fish was leading in both quantity and value but is
not considered as a staple food in the region.

51

Source: Macamo, 1997.

Mainly bar soap and toilet paper.

Tanzania’s Pilsner and Simba, Kenya'’s Tusker and
South Africa’s tinned Castle lager.

Toothpaste and cosmetics.

Rhino, Mosi and Ndola.

Traditional beer was exported, while Carlsberg
was imported. Spirit exports was konyagi and
imports was power No. 1.

3 These are second hand (used) clothes popularly

known asmitumbain the region.

Main ones are toilet paper, bar soap, detergents
and toothpaste and brushes, but Tanzania imports
cosmetics from Malawi.

Tanzania mainly exported sweets to Malawi and
imported biscuits from Malawi.
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Appendix A
Estimates of the

Informal Cross-Border Trade

Other agricultural exports were millet, bananas, fruit
(mainly oranges), groundnuts, maize meal and live-
stock (Table A.1).

TRADE WITH KENYA

Exports and Imports of Agricultural Products

. Wheat flour and sugar were the major informal
and Fish 9 J

agricultural food commaodity imports from Kenya with

Tanzania’s informal exports to Kenya were mainly ag-sugar leading in both physical and value terms (Table
ricultural food commodities and fish. The major agri-A.1). Other food imports were bread, rice, milk and
cultural exports in physical terms were maize (5,91%oot crops. Some of the commodities (for example,
metric tons), beans (2,143 metric tons), fish (1,44'milk, sugar, root crops and rice) were moving in ei-
metric tons), rice (870 metric tons), root crops (85Qher direction, as can be seen from Table A.1. Tanza-
metric tons) and sugar (738 metric tons). Howevemia was a net exporter of all, except milk and sugar,
fish, maize and beans were the major exports in valu@mong this category of commodities. The milk that
terms with US $909 thousand, US $851 thousand anglas being exported was whole fresh milk, while im-
US $741 thousand, respectively. Sugar followed withports constituted Kenya’s processed ultra-heat treated
US $497 thousand and rice with US $308 thousanqUHT) milk.
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Table A.1 Informal Trade in Foodstuffs between Tanzania and Kenya, 1995/1996

Exports Imports
Commodity  Quantity Value Quantity Value
(mt) (US$ thousands) (mt) (US$ thousands)

Maize 5,915 851
Beans 2,143 741 -
Fish 1,447 909
W/flour 1,208 641
Bread 104 95
Root crops’ 850 25 787 24
Sugar 738 497 1,214 937
Rice 870 308 19 11
Bananas 156 11 14 3
Millet 29 3
Fruit” 365 17
Maize meal 147 34 25 8
G/nuts 61 30 ---
Livestock 118 -
Milk 16 153
Coffee 2
Other™ 747 77
Total 12,721 4,307 3,371 1,951

* Root crops include cassava, Irish and sweet potatoes.

*x Fruit includes citrus, pineapples, lemon and passion fruit.

roxk Other include: exports —cotton seeds and seed cake, tomatoes, onions, hides and skins; imports —
carrots, plums, cashewnuts and coconuts.

Source: Monitoring Survey Data, 1995/1996.

Exports and Imports of Industrial Products and lion), as shown in Table A.2. Other imports of signifi-
Forest Resources cant value were salt, soft drinks, construction materi-
Informal trade data in industrial goods between Tan‘-ﬂleS (cement an.d corrugated iron sheets), new textilgs,
. . ... _charcoal and timber all valued at over US $0.5 mil-
zania and Kenya shows movement in both directions
for most of the commodities but trade-favored Kenya’sIon
industrial exports to Tanzania amounted to over US  Of significant value among exports were car and
$9.6 million against imports worth about US $3 mil- bicycle parts, beer and spirits (mainly konyagi), char-
lion. Tanzania's informal imports from Kenya were coal and timber, toiletries (mainly cosmetics) and pe-
mainly industrial or value added goods. The mairtroleum products all valued at about US $0.3 million.
imports in value terms were cooking fats/oils (US $2.2ZThese are also shown in Table A.2. Other exports were
million), toiletries (US $1.8 million), petroleum prod- construction materials, new textiles and soft drinks.
ucts (US $1.8 million), beer (US $0.6 million), mar- South Africa’s tinned beer was among the beer im-
garine (US $0.6 million), car and bicycle parts (USports through Kenya. Tanzania was found to be a net
$0.6 million) and sweets and biscuits (US $0.5 mil-importer of all industrial manufactures, but a net ex-

porter of forest products—timber and charcoal.
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Table A.2 Value of ICBT in Industrials between Tanzania and Kenya, 1995/1996

Commodity Value of Exports Value of Imports
(US$ thousands) (US$ thousands)
Cooking Fats/Oils - 2,159
Margarine 578
Toiletries 29 1,792
Petroleum Products 17 1,756
Beer & Spirits 70 603
Soft Drinks 5 78
New Textiles 8 14
Electronics 1
Const. Materials 12 72
Sweets & Biscuits 538
Car & Bicycle Parts 115 572
Charcoal & Timber 47 8
Salt --- 345
Other' 2,556 1,120
Total 2,859 9,636
* Other refers toimports—kitchenware, old newspapers, drugs, match boxes, plastics, exercise bqoks,
spices, cigarettes, dry cells, paint, shoe polish and creams, umbrellas, mattresses, kerosine lamps,
knitting thread, jam, sandals and insecticigegorts-candles, shoes, aluminium scraps and pesticides.
Source: Monitoring Survey Data, 1995/1996.

coffee (Table A.3). Tanzania was therefore a net ex-

TRADE WITH UGANDA porter of agricultural food commodities to Uganda.

Exports and Imports of Industrial Products and

Exports and Imports of Agricultural Products Forest Resources

and Fish
, , Table A.4 shows that the major industrial goods in
The main agricultural food exports observed were: 1.1 . .
vyalue terms informally exported from Tanzania to

thpgsand metric Fons of rice valued a.lt about US $0'Bgandawere petroleum products (US $400 thousand),
million, 427 metric tons of sugar estimated at about . )

. i soft drinks (US $75 thousand), car and bicycle parts
US $0.4 million, and 190 metric tons of wheat flour

. (US $58 thousand), cooking fats (US $51 thousand),
worth about US $0.1 million. Others were bananas . .
) . ) ew textiles (US $50 thousand) and beer and spirits
maize, maize meal, beans, fish and root crops all val; )
. US $30 thousand). Timber and charcoal were also
ued at about US $0.1 million. Coffee, however, ha . . .
the highest val in I ted aar Iexportedmformally and their combined value was US
€ highes Va, ge among in orma y exporte agrlcu '$24 thousand. All major exports except beer/spirits,
tural commaodities from Tanzania to Uganda with the . .
- i ) soft drinks, charcoal and timber were re-exports.
value of about US $1.1 million. Agricultural informal
imports from Uganda, which were relatively insignifi- ~ Among the imports, new textiles had the highest

cant, included sorghum, beans, bread, tubers, rice aiy@lue of about US $0.6 million. Other informal im-
ports were toiletries (over US $0.5 million), salt (about
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Table A.3 Informal Trade in Foodstuffs between Tanzania and Uganda, 1995/1996

Exports Imports
Commodity  Quantity V alue Quantity V alue
(mt) (US$ thousand) (mt) (US$ thousand)

Maize 123 30 - -
Beans 24 8 2 1
Fish 5 2
Wiflour 190 132
Bread 1 1
Root crops’ 2 1 - --
Sugar 427 387
Rice 1,137 559 2 1
Bananas 90 51
Millet 9 2
Sorghum 63 20
Maize meal 40 11
G/nuts --- --- 3 2
Coffee 1,117 40
Livestock 3
Other” 1
Total 2,038 2,302 80 67

* Tubers include cassava, Irish potatoes, sweet potatoes and yams

**Other include choroko, hides and skins, sisal, coconuts, cotton seeds and cotton seed cake.

Source: Monitoring Survey Data, 1995/1996.

US $0.2 million), car and bicycle parts (US $36 thou-of sugar was in both directions, the net flow was into
sand), sweets and biscuits (US $31 thousand), be@anzania and was found to be the main agricultural
and spirits (US $9 thousand) and petroleum productsommodity imported from Zambia, whose quantity
(US $7 thousand), as shown in Table A.4. Tanzaniavas about 7 thousand metric tons valued at over US
was therefore a net exporter of cooking fats, petro$5.5 million. Millet and groundnuts were also imported
leum products, soft drinks, car and bicycle parts, anffom Zambia and were valued at approximately US
timber and charcoal to Uganda among the major goodgl02 and US $9 thousand, respectively. Other agri-
traded between the two countries, while Uganda wasultural imports were valued at US $14 thousand (Table
found to be a net exporter of toiletries, new textilesA.5). Major agricultural imports were thus sugar, mil-
sweets and biscuits, and salt to Tanzania. let and groundnuts.

Maize was by far the most important informal
agricultural export to Zambia. Over 6.6 thousand met-

TRADE WITH ZAMBIA ric tons of maize valued at over US $1.1 million were
informally exported to Zambia annually. Other im-

Exports and Imports of Agricultural Products portant informal exports were beans (1,109 metric

and Fish tons), rice(581 matic tons), wheat flour (407 metric

The major agricultural commodity traded between Tan{ons). fish€agaa(45 metric tons), tubers (576 met-
zania and Zambia was sugar. Although the movemen{C ©0Nns) and sugar (77 metric tons). The values of
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Table A.4 Value of ICBT in Industrials between Tanzania and Uganda, 1995/1996

Commaodity Value of Exports Value of Imports
(US$ thousands) (US$ thousands)
Cooking Fats/Qils 51 2
Toiletries 14 532
Petroleum Products 400 7
Beer & Spirits 30 9
Soft Drinks 75 1
New Textiles 50 574
Electronics - 2
Const. materials 1
Sweets & Biscuits 1 31
Car & Bicycle Parts 58 36
Charcoal & Timber 31 2
Salt 3 175
Other’ 24 73
Total 738 1,444
* Other refers toimports—kitchen ware, drugs, matches, plastics, dry cells, gunny sacks, sisal figre, um-
brellas and sandalsxports-plastics, herbicides and cigarettes.
Source: Monitoring Survey Data, 1995/1996.

these commodities are given in Table A.5. Other agrismall compared with the other neighboring countries.
cultural exports (tomatoes, onions and cabbages) wefithe movement of most of the industrial goods was in
valued at US $37 thousand. Major agricultural exportgither direction but at different levels. The major ex-
to Zambia were thus cereals (maize, beans, rice), wheabrts to Zambia in value terms were toiletti@dS

flour, fish and root crops (mainly Irish potatoes). $164 thousand), cooking fats/oils (US $66 thousand),

All the exports except sugar were locally produceoCar and bicycle parts (US $34 thousand), construc-

in Tanzania. Sugar that was being exported to Zambi%on materialsmainly corrugated iron shee(wS $12

was said to have originated from Malawi. Similarly, thousand), petroleum products (US $12.3 thousand)

the sugar imports from Zambia were said to have origi‘-SanI beer(US $11 thousand). Other exports were new

nated in Malawi. Indeed, the informal cross-bordefXtes, margarine, soft drinks and electrosfesiios "
trade country report for Malawi indicates that in theand cassettes (Table A.6). Most of these commodities

case of Malawi/Zambia trade, the main Malawian exvere re-exports except beer (Tanzania pilsner and sa-

ports to Zambia were maize and sugar while the maiﬁiri) and construction materials. Tanzania was found

import was fertilizer (Minde and Nakhumwa, 1996).t9 be a net exporter of cooking fats, m.a.rgarlne, tqllet-
ries, petroleum products, beer and spirits, soft drinks,

But there were indications that the fertilizer initially , ” i )
came from Malawi before market liberalization. Theelectromcs, construction materials, sweets and bis-

Tanzania/Malawi trade also indicates that sugar Wagwts, gar and bicycle parts .and salt 'to Za’,“,b'a- Other
the main Tanzanian import from Malawi industrial products exported included insecticides, mat-

tresses, plastics, kitchen ware and shoe soles.
Exports and Imports of Industrial Products and

Forest Resources Zambia’s main informal exports to Tanzania were

toiletries® (US $42 thousand) and new textiles (US
Informal cross-border trade in industrial and foresig36 thousand). Tanzania also imports Besrd spir-
resources between Tanzania and Zambia was relativeR soft drinks, construction materials (mainly cement),
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Table A.5 Informal Trade in Foodstuffs between Tanzania and Zambia, 1995/1996

Exports Imports
Commodity Quantity Value Quantity Value
(mt) (US$ thousands) (mt) (US$ thousands)

Maize 6,607 1,160 -

Beans 1,108 1,155 -

Fish 45 115 - -

Wiflour 407 227

Root crops’ 576 67

Sugar 77 53 6,995 5,545

Rice 1,034 542 ——

Bananas 30 13 -—

Millet 381 102

G/nuts 7 1 29 9

Livestock 3

Milk 1

Other” 37 14

Total 9,891 3,374 7,405 5,670
* Root crops include cassava, Irish and sweet potatoes and yams.
** Other refers:exports-mainly tomatoes, onions and cabbagegorts—-mainly hides and skins
Source: Monitoring Survey Data, 1995/1996.

petroleum products and timber from Zambia. Most of  The main informal imports from Malawi were

the textiles {itengg are re-exports originating from 5,048 metric tons (US $3 million) of sugar, 323 met-
Democratic Republic of Congo. Other Zambian in-ric tons (US $186 thousand) of rice, 73 metric tons
formal industrial goods exported to Tanzania wergUS $190 thousand) of fish, 232 metric tons (US $41
gunny sacks, fertilizer, dry cells, hides and skins (Tabl¢housand) of groundnuts and 384 metric tons (US
A.6). The net flow of industrial commaodities from Zam- $39 thousand) of maize. The figures for informal im-
bia to Tanzania included new textiles and timber. ports from Malawi are depicted in Table A.7. Although

movement of some of these agricultural food com-
modities was in both directions, Tanzania was found

TRADE WITH MALAWI to be a net exporter, in value terms, of beans, root
crops, bananas, fruit and other food items such as

Exports and Imports of Agricultural Products cabbages and tomatoes. @e other hand, Mal"_"W'

and Fish was found to be a net exporter of the following items

o _ ~ to Tanzania: sugar, rice, maize, wheat flour, fish and
The main informal agricultural exports from Tanza”'agroundnuts.

to Malawi were beans (327 metric tons), root crops— _
mainly Irish potatoes—(342 metric tons), fish (20 met.EXPOrts and Imports of Industrial Products and
fic tons), bananas (18 metric tons) and groundnut§°'esSt Resources

(12 metric tons), with their estimated values given inAs was the case with agricultural foodstuffs, infor-
Table A.7. Other agricultural exports from Tanzaniamal trade in industrial goods moved in both direc-
to Malawi were fruit, tomatoes, onions, cabbages anglons. In value terms, the main exports to Malawi were
palm oil as indicated in Table A.7. new textiles yikoi and vitengg beer and spirit&



Table A.6 Value of ICBT in Industrials between Tanzania and Zambia, 1995/1996

Commaodity Value of Exports Value of Imports
(US $ thousands) (US $ thousands)

Cooking Fats/Qils 66 3

Margarine 2 1

Toiletries 164 42

Petroleum Products 12 3

Beer & Spirits 11 7

Soft Drinks 31 1

New Textiles 11 36

Electronics 3 -

Const. Materials 12 2

Sweets & Biscuits 1

Car & Bicycle Parts 31

Charcoal & Timber 1

Salt 5

Other' 12 6

Total 358 157

* Other refers toexports-kitchen ware, insecticides, shoe soles, mattresses and plaspiogs—dry cellg,
gunny sacks, fertilizer, and hides and skins.
Source: Monitoring Survey Data, 1995/1996.

old textiles?®® electronics and cooking fats in that or-
der. In addition, there were exports of margarineTRADE WITH THE DEMOCRATIC
petroleum products, toiletrié§soft drinks (juice), REPUBLIC OF CONGO

construction materials (mainly cement), and sweets

and biscuits® Other exports were kitchen ware, drugs,Exports and Imports of Agricultural Products
exercise books, insecticides, general plastics, ker@nd Fish

sene lamps, mats, compressor machines, boat eNINS&mocratic Republic of Congo (DRC), formerly Zaire,

and traveling bggs. Most of Tanzania’s mdustngl _ex'vvas found to be the most important informal trading
ports to Malawi were re-exports. From Malawi, in- partner of all Tanzania’s neighbors in terms of the

formal 'Fra.ders ;muggled num.e.rous lcommOd't'eS_'ntQ/olumes involved. Large volumes of agricultural food

Tanzania including beer and spirits, toiletries, soft d”nk%ommodities from Tanzania were informally exported
(sodas), and sweets and biscuits. Other imports fro'i"ﬁto DRC. The unique aspect of Tanzania’s trade with
Malawi were matches, matiresses and gunny SaCIffemocratic Republic of Congo was that trade in agri-

(Table A.8). cultural food commodities comprised only exports.

Tanzania was a net informal exporter of the fol-

R ) ] The main food commodities informally exported
I(_)W'ng mdgstrlal goods to M.aIaWL new and used teX'Were fish, maize, beans, wheat flour, root crops, sugar
tiles, cooking fats, margarine, petroleum products

and rice. The quantities and values of these commodi-

electronics, construction materials (mainly iron Sheet%es are as shown in Table A.9. Some of the rice origi-
but also cement), car and bicycle parts, and salt. OHated in Thailand

the other hand, Tanzania was found to be a net importer
of toiletries, beer and spirits, soft drinks, sweets and  The large volume of informal exports of food com-
biscuits, and forest resources—timber and charcoal. Modities from Tanzania to the DRC clearly attests to



Table A.7 Informal Trade in Foodstuffs between Tanzania and Malawi,

1995/1996
Exports Imports
Commodity  Quantity V alue Quanity V alue
(mt) (US$ thousands) (mt) (US$thousands)

Maize 9 1 284 39
Beans 327 vy 7 3
Fish 20 51 73 190
Wiflour 2 1 4 3
Root crops’ 342 51 6 1
Sugar - - 5,048 2,995
Rice 7 2 323 186
Bananas 18 3
Fruit” 5 1 - ---
G/nuts 12 4 232 41
Millet 6 1
Other™ 41 12
Total 742 272 5,983 3,471

* Root crops include cassava, Irish and sweet potatoes and yams.

**Fruit include oranges, pineapples, lemon and passion fruit.

***  Other refers to:exports-tomatoes, onions, cabbage, eggs and palningilprts-cashewnuts, poultfy,

eggs, palm leaves and tobacco.
Source: Monitoring Survey Data, 1995/1996.

the enormous potential of the trade between the two As for fish, our discussions with government of-
countries. The official trade that had been thrivingficials revealed that some of the traded fish comes
between the two countries has been crippled by thigom Lake Victoria and may occasionally be recorded
on going market reforms which have incapacitatedn the offshore lake town of Mwanza as official ex-
the monopolistic government parastatals. Thesgports to the DRC. It is therefore likely that our moni-
parastatals were charged with the responsibility oforing exercise may have double counted some of the
conducting business with the DRC. Another explanaeustoms recorded fish consignments as official ex-
tion for such huge exports of food grains is the statports as being part of the informal exports. But it is
of road infrastructure in eastern part of DRC. Thealso true that the huge amounts fished from Lake
region is cut off from the relatively developed west-Tanganyika constituted a large portion of the informal
ern part of the country due to its poor infrastructurdish exports from Tanzania to the DRC.

and as a result, the eastern region obtains most of ilrzs .
, . . , xports and Imports of Industrial Products and
food grains requirements from the neighboring couns

i ! ; Natural Resources

tries of Tanzania and Uganda. Most of the agricultural

food supplies originate from inland areas of Tanzanialanzania’s major informal industrial exports to the
which are well served by the railway system, and ar&emocratic Republic of Congo were petroleum prod-
sent to the region of Kigoma. From there they ardicts (US $55.3 million), cooking fats and oils (US

shipped to the DRC. $3.3 million), salt (US $3.9 million), new textiles (US
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Table A.8 Value of ICBT in Industrials between Tanzania and Malawi, 1995/1996

Commaodity Value of Exports Value of Imports
(US$ thousand) (US$ thousand)
Cooking Fats/Qils 30 1
Margarine 3 -
Toiletries 29 143
Petroleum Products 10
Beer & Spirits 137 408
Soft Drinks 17 62
New Textiles 325 4
Old Textiles 14 10
Electronics a2 1
Const. materials 7
Sweets & Biscuits 2 24
Car & Bicycle Parts 8 1
Charcoal & Timber - 5
Salt 5
Other’ 352 108
Total 1,081 767
* Other refers toexportskitchenware, drugs, exercise books, mats, traveling bags, general plasti¢s, kero-
sene lamps, insecticides, boat engines and compressor machpa$s—mattresses, matches, and glinny
sacks.
Source: Monitoring Survey Data, 1995/1996.

$2.0 million), old textiles (US $1.6 million), car and informal trade in industrial goods between Tanzania
bicycle parts (US $1.5 million) and electronics (USand the DRC comprised re-exports sourced from third
$1.4 million). At the same time, the major imports countries.

from the DRC were new textiles (US $65.7 million), Again, as in the case with fish, the large volume

toiletries (US $5.4 million) and margarine (US $2'1of petroleum products observed during the monitor-

million). Table A.10 shows the values of these ex- . .
: ing exercise may have been due to double counting of
ports and imports.

the official recorded consignments as constituting in-
All the cooking fats/oils, some toiletries (mainly formal trade. On the other hand, the proportion of the
cosmetics) and some sweets, biscuits and margarimé the informal trade may also have been destined for
imports were found to have originated in Zambia. BeeRwanda and Burundi which were experiencing civil
(primus) and soft drinks originated in Burundi, while strife by the time monitoring was being carried out.
part of the new textiles exported to the DRC wereThe strife had negatively impacted on the supply of
found to have originated in Kenya and India. Some othe commaodity in the two countries. It could also be
the salt exports also originated in Kenya. The mairthat the failure of the Government to decontrol the
construction materials exported to the DRC was cemarketing arrangements and prices of the petroleum
ment, accounting for over 96 percent of the total valusub-sector may have contributed to the size of infor-
of the construction materials. It can thus be seen thatal trade. The importation, supply and pricing of
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Table A.9 Informal Trade in Foodstuffs between Tanzania and DRC, 1995/1996

Exports
Commaodity Quantity V alue
(mt) (US$ thousand)

Maize 6,032 1,047

Beans 4,376 2,008

Fish 53,090 66,195

Wiflour 4,402 2,942

Root crops’ 4,403 1,391

Sugar 1,189 861

Rice 6,867 3,359

Fruit” 4 1

Other™ 38

Total 80,363 77,842
* Root crops include cassava, Irish potatoes, sweet potatoes and yams.
** Fruit includes citrus, pineapples and passion fruit.
***  Other refers to tomatoes, onions, cashewnuts and coconuts.
Source: Monitoring Survey Data, 1995/1996.

petroleum products continue to be controlled by the  Tanzania's informal exports to Mozambique were
Government. limited to sugar and a few other goods such as maize
flour, rice and milk (Table A.11). The sugar exported
to Mozambique was said to have originated from
TRADE WITH MOZAMBIQUE Malawi either directly entering Tanzania or indirectly
by passing through @nbia. Milk was also a re-export

Although border monitoring was not conducted fromcommodity.

the Tanzanian side of the border, unrecorded trade Due to the poor infrastructure on the Mozamb-
between the two countries was monitored from thecan side and the remoteness of the northern part of
Mozambican side. The figures reported here argnhe country with respect to the major consuming cen-
extracts from Mozambique’s informal cross-borderters in the south, the producers found foreign mar-

trade country study report (Macamo, 1997). kets across the border in the neighboring Tanzania
Exports and Imports of Agricultural Products very attractive. They traveled there by circumventing
and Fish the barrier imposed by the presence of River Ruvuma

using the Indian Ocean route.
Food commodities moved in both directions, but the

trade-favored Mozambique exported goods worth UgXPOrts and Imports of Industrial Products and

$2.2 million while its imports were estimated at aboutNatural Resources

US $0.3 million. Major food imports was comprised Trade of non-agricultural commodities between Tan-
of fish and prawns (US $0.98 million), horticultural zania and Mozambique was dominated by re-exports
crops (fruit and vegetable) valued at US $0.46 milliorfrom a third country. Informal trade is, however, in
and food grainsmaize and bearamounting to US  favor of Tanzania, whose exports to Mozambique
$0.14 million. amounted to over US $4 million, against imports
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Table A.10 Value of ICBT Trade in Industrials between Tanzania and DRC,

1995/1996
Commaodity Value of Exports Value of Imports
(US$ thousands) (US$ thousands)

Cooking Fats/Oils 3,310 360
Margarine 16 2,171
Toiletries 494 5,396
Petroleum Products 55,275

Beer and Spirits 466 729

Soft Drinks 371 141

New Textiles 2,014 65,676

Old Textiles 1,627 -
Electronics 1,368 21

Const. materials 643

Sweets & Biscuits 162 151

Car & Bicycle Parts 1,550 63
Charcoal & Timber 33

Salt 3,962

Other 6,573 1,155

Total 77,864 75,863

* Other refers toexports-fans, dry cells, cigarettes, caustic soda and plastic pippsrts-shoes, saudes
and traveling bags.
Source: Monitoring Survey Data, 1995/1996.

valued at about US $1.0 million. Informal non-agri- hand, the major informal non-agricultural imports from

cultural exports to Mzambique constituted mainly Mozambique were wood products. Other notable im-
shoes (US $1.7 nlibn), electrical and kitchen ware ports in this category included handicrafts, as shown
(US $1.3 million), and vehicle and bicycle parts (USin Table A.12. Poor road infrastructure and hence high
$0.51 million). Others included textiles, cigarettes andransport costs coupled with high interest rates in
soft drinks. Most of these commaodities had their ori-Mozambique influenced the direction in which the in-

gin in the Middle East and Southeast Asia. On the othdbrmal trade in industrials went.
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Table A.11 Informal Trade in Foodstuffs between Tanzania and Mozambique, 1996

Exports Imports
Commodity Value Value

(US$ thousands) (US$ thousands)
Prawns 18 622
Vegetables 27 353
Fish 31 362
Seed 2 225
Sugar 89 1
Maize grain 1 49
Beans 3 90
Fruit 0.3 110
Other’ 116 434
Total 287.3 2,246

* Other refers to: exports —maize flour, rice and milk; imports —meat, rice, peanuts, milk and maize grain
Source: Macamo, 1997.

Table A.12 Value of ICBT in Industrials between Tanzania and Mozambique, 1996

Exports Imports
Commodity Value Value

(US$ thousands) (US$ thousands)
Shoes 1,667 10
Electronics 673 25
Wood Products 20 685
Kitchen Ware 645 3
Veh. and Bicycle Parts 511 2
Textiles 206 11
Construction Materials 177 3
Other 330 190
Total 4,229 929

* Other refers toexports-cigarettes and soft drinkenports-handicrafts.

Source: Macamo, 1997.
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Hg A2 1 Value of Food by Trade Drection
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Fig A.3.1: Value of Industrial Goods by Trade Direction
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Appendix B
Total Value of Industrial Goods

Traded by Site

Tanzania was found to be a net importer of industrialacturing enterprises. Protectionism discriminated

manufactures from the neighboring countries. Furagainst exports (mainly agricultural), domestic indus-

thermore, much of Tanzania’s industrial exports wadries suffered from capacity under-utilization, and the

comprised of re-exports originating in a third coun-limitations imposed by small internal markets under-

try. The weakness of Tanzania’s industrial sector emanined import substituting industries. The distortions

nates from the previously pursued policies from im-spurred informal cross-border trade, which as this
mediately after independence. There was a strong drivetudy has shown, is substantial. Tables B.1 and B.2
towards industrialization based on import substitutionshows the value of industrial imports and exports by
and large investments were made in state-owned mansite, respectively.
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Table B.1.1 Total Value of Industrial Goods Import by Site, 1995/1996

Value of Goods in US$ (millions)
Site Cooking Margarine T oiletry Petroleum Beer & New Electronics
Fats Spirits Textiles

Namanga 1.294 0.343 0.968 0.011 0.001
Tanga 0.018 0.006 0.012 0.001 0.002
Horohoro 0.032 0.015 0.024 0.008
Tarakea 0.031 0.013 0.059 0.002
Holili 0.518 0.156 0.279 0.005 0.001
Mwanza 0.014 1.752 0.535
Sirari 0.266 0.040 0.436 0.001 0.042 0.010 0.001
Kyela 0.001 0.001 0.143 0.408 0.004 0.001
Tunduma 0.002 0.001 0.042 0.003 0.007 0.036
Kigoma 0.360 2171 5.396 0.729 65.676 0.021
Mutukula 0.002 0.532 0.007 0.009 0.574 0.002
Total 2.524 2.746 7.905 1.765 1.755 66.304 0.025
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Table B.1.2 Total Value of Industrial Goods Import by Site, 1995/1996

Site

Namanga
Tanga
Horohoro
Tarakea
Holili
Mwanza
Sirari
Kyela
Tunduma
Kigoma
Mutukula

Total Value

Value of Goods in US$ (millions)

Old Charcoal Construction
Textiles & Timber Materials
0.001

0.008

0.072

0.01 0.005 0.001

0.001 0.002

0.002

0.01 0.016 0.076

* Construction Material includes cement, iron-sheets and nails.

Sweets &
Biscuits

0.035
0.002
0.114
0.002
0.177
0.208
0.024
0.151
0.031

0.744

Soft-drinks
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Table B.2.1 Total Value of Industrial Goods Export by Site, 1995/1996

Site Cooking
Fats
Namanga
Tanga
Horohoro
Tarakea
Holili
Mwanza
Sirari -—
Kyela 0.03
Tunduma 0.07
Kigoma 3.31
Mutukula 0.05

Total Value 3.46

Value of Goods in US$ (millions)

Margarine T oiletry Petroleum Beer &
0.002

0.02 0.001
0.001
0.013
0.003 0.001
0.003 0.028 0.010
0.002 0.163 0.012
0.016 0.494 55.275
0.014 0.400
0.021 0.725 55.712

* Construction Material include cement, iron-sheets and nails.

Spirits

New

T extile

0.004
0.003

Electronics
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Table B.2.2 Total Value of Industrial Goods Export by Site, 1995/1996

Site

Namanga
Tanga
Horohoro
Tarakea
Holili
Mwanza
Sirari
Kyela
Tunduma
Kigoma
Mutukula

Total Value

* Construction Material include cement,

Value of Goods in Million US$

Old Charcoal
Textiles & Timber
0.006
- 0.041
0.001
0.114 0.001
1.627 0.033
0.024
1.741 0.106

Construction *

Material
0.001

0.010
0.001

0.676

iron-sheets and nails.

Sweets &
Biscuits

0.166

Soft-drinks

0.499
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